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Li st of Subjects
42 CFR part 431

Grant prograns-health, Health facilities, Medicaid,
Privacy, Reporting and record keeping requirenents.
42 CFR part 433

Adm ni strative practice and procedure, Child support,
Cl aims, Grant prograns-health, Medicaid, Reporting and
record keeping requirenents.
42 CFR part 435

Aid to Fam lies wth Dependent Children, G ant
prograns- heal th, Medicaid, Reporting and record keeping
requi renents, Supplenmental Security Incone (SSI), Wges.
42 CFR part 436

Aid to Fam lies wth Dependent Children, G ant
prograns- heal th, Guam Medicaid, Puerto Rico, Supplenental
Security Incone (SSI), Virgin Islands.
42 CFR part 457

Adm ni strative practice and procedure, G ant prograns-

health, Children’s Health Insurance Program Reporting and

record keepi ng requirenents.
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42 CFR chapter 1V is anended as set forth bel ow.

A Part 431 is anended as foll ows:
PART 431 -- STATE ORGANI ZATI ON AND GENERAL ADM NI STRATI ON

1. The authority citation for part 431 continues to
read as foll ows:

Aut hority: Sec. 1102 of the Social Security Act, (42
U.S.C. 1302).

2. A new 8431.636 is added to read as foll ows:
8431. 636 Coordination of Medicaid with the State Children’s
Heal t h I nsurance Program (SCH P).

(a) Statutory basis. This section inplenents --

(1) Section 2102(b)(3)(B) of the Act, which provides
that children who apply for coverage under a separate child
heal th plan under title XXI, but are found to be eligible
for nedical assistance under the State Medicaid plan, nust
be enrolled in the State Medicaid plan; and

(2) Section 2102(c)(2) of the Act, which requires
coordi nati on between a State child health program and ot her
public health insurance prograns.

(b) Qbligations of State Medicaid Agency. The State

Medi cai d agency nust adopt procedures to facilitate the
Medi cai d application process for, and the enroll nent of

children for whomthe Medicaid application and enrol | nent
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process has been initiated in accordance with 8457.350(f) of
this chapter. The procedures nust ensure that --

(1) The applicant is not required to provide
i nformati on or docunentation that has been provided to the
State agency responsible for determning eligibility under a
separate child health programunder title XXl and forwarded
by such agency to the Medicaid agency on behalf of the child
i n accordance wth 8457.350(f) of this chapter;

(2) Eligibility is determined in a tinely manner in
accordance with 8435.911 of this chapter;

(3) The Medicaid agency pronptly notifies the State
agency responsible for determning eligibility under a
separate child health programwhen a child who was screened
as potentially eligible for Medicaid is determ ned
ineligible or eligible for Medicaid; and

(4) The Medicaid agency adopts a process that
facilitates enrollnment in a State child health program when
achildis determined ineligible for Medicaid at initia
application or redeterm nation.

3. In 8431.865(b), the definition of “erroneous

paynents” is revised to read as foll ows:
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8431. 865 Di sal |l owance of Federal financial participation for
erroneous State paynents (for annual assessnent periods
ending after July 1, 1990).
* * * * *

(b) * * *

Erroneous paynents neans the Medicaid paynent that was

made for an individual or famly under review who --

(1) Was ineligible for the review nonth or, if ful
nont h coverage is not provided, at the tinme services were
recei ved,

(2) Was ineligible to receive a service provided during
the review nonth; or

(3) Had not properly net enrollee liability
requi renents prior to receiving Medicaid services.

(4) The term does not include paynents nade for care
and services covered under the State plan and furnished to
children during a presunptive eligibility period as

descri bed in 8435.1102 of this chapter.

B. Part 433 is anended as foll ows:
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PART 433 -- STATE FI SCAL ADM NI STRATI ON

1. The authority citation for part 433 is revised to

read as foll ows:

Aut hority: Sec. 1102 of the Social Security Act, (42

U S C 1302).

2. In 8433.10, the heading of paragraph (c) is
republ i shed and a new paragraph (c)(4) is added to read as

foll ows:

8433. 10 Rates of FFP for program services.

(c) Special provisions.

(4) Under section 1905(b) of the Social Security Act,
the Federal share of State expenditures described in
8433. 11(a) for services provided to children, is the
enhanced FMAP rate determ ned in accordance with 8457.622(b)
of this chapter, subject to the conditions explained in

§433. 11(b).
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3. A new 8433.11 is added to read as fol |l ows:

8433. 11 Enhanced FMAP rate for children

(a) Subject to the conditions in paragraph (b) of this
section, the enhanced FMAP determ ned in accordance with
8457.622 of this chapter will be used to determ ne the
Federal share of State expenditures, except any expenditures
pursuant to section 1923 of the Act for paynents to

di sproportionate share hospitals for --

(1) Services provided to optional targeted | owincone

children described in 8435.4 or 8436.3 of this chapter; and

(2) Services provided to children born before Cctober
1, 1983, with or without group health coverage or other
heal t h i nsurance coverage, who woul d be described in section
1902(1)(1) (D) of the Act (poverty-level-related children' s

groups) if --

(i) They had been born on or after that date; and

(ii) They would not qualify for nedical assistance

under the State plan in effect on March 31, 1997.

(b) Enhanced FMAP is not available if --

(1) A State adopts inconme and resource standards and

nmet hodol ogi es for purposes of determning a child s
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eligibility under the Medicaid State plan that are nore
restrictive than those applied under policies of the State
plan (as described in the definition of optional targeted

| ow-i ncome children at 8435.4) in effect on June 1, 1997; or

(2) No funds are available in the State’s title XXl
all otnent, as determ ned under part 457, subpart F of this

chapter for the quarter enhanced FMAP is cl ained; or

(3) The State fails to maintain a valid nethod of
i dentifying services provided on behalf of children listed

i n paragraph (a) of this section.

C. Part 435 is anended as set forth bel ow

PART 435 -- ELIGBILITY IN THE STATES, DI STRICT OF COLUMBI A,

THE NORTHERN MARI ANA | SLANDS, AND AMERI CAN SAMOA

1. The authority citation for part 435 continues to

read as foll ows:

Aut hority: Sec. 1102 of the Social Security Act (42

U S C 1302).
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2. Section 435.4 is anended by adding a definition of
“optional targeted | owinconme child,” in al phabetical order,

to read as foll ows:

8435. 4 Definitions and use of terns.

Optional targeted | owinconme child means a child under
age 19 who neets the financial and categorical standards

descri bed bel ow.

(1) FEinancial need. An optional targeted | owincone

chil d:

(i) Has a famly incone at or bel ow 200 percent of the

Federal poverty line for a famly of the size involved; and

(ii) Resides in a State with no Medicaid applicable

income | evel (as defined at 8457.10 of this chapter); or

(ii1) Resides in a State that has a Medicaid
applicable incone | evel (as defined at 8457.10 of this

chapter) and has famly incone that either:

(A) Exceeds the Medicaid applicable inconme | evel for
the age of such child, but not by nore than 50 percentage

poi nts; or
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(B) Does not exceed the incone |evel specified for
such child to be eligible for nedical assistance under the

policies of the State plan under title XIX on June 1, 1997.

(2) No other coverage and State nmaintenance of effort.

An optional targeted |owincome child is not covered under a
group health plan or health insurance coverage, or would not
be eligible for Medicaid under the policies of the State
plan in effect on March 31, 1997; except that, for purposes

of this standard --

(i) Achild shall not be considered to be covered by
heal th i nsurance coverage based on coverage offered by the
State under a programin operation prior to July 1, 1997 if

that programreceived no Federal financial participation;

(ii) Achild shall not be considered to be covered
under a group health plan or health insurance coverage if
the child did not have reasonabl e geographic access to care

under that coverage.

(3) For purposes of this section, policies of the
State plan a under title XI X plan include policies under a
St at ewi de denonstration project under section 1115(a) of the
Act other than a denonstration project that covered an

expanded group of eligible children but that either --
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(i) D d not provide inpatient hospital coverage; or

(ii) Limted eligibility to children previously
enrolled in Medicaid, inposed premuns as a condition of
initial or continued enrollnent, and did not inpose a

general tinme limt on eligibility.

3. A new 8435.229 is added to read as foll ows:

8435. 229 Optional targeted | owincone children.

The agency may provi de Medicaid to—

(a) Al individuals under age 19 who are optiona

targeted | owincone children as defined in 8435.4; or

(b) Reasonable categories of these individuals.

4. I n 8435.910, paragraph (h) is added to read as

foll ows:

8435. 910 Use of social security nunber.

(h) Exception. (1) A State may give a Medicaid
identification nunber to an applicant who, because of wel
establ i shed religious objections, refuses to obtain a Soci al

Security Nunmber (SSN). The identification nunber may be
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ei ther an SSN obtained by the State on the applicant's

behal f or another unique identifier.

(2) The term"well established religious objections”

means that the applicant --

(i) I's a nenber of a recogni zed religious sect or

di vision of the sect; and

(ii) Adheres to the tenets or teachings of the sect or
division of the sect and for that reason is conscientiously
opposed to applying for or using a national identification

nunber .

(3) A State nay use the Medicaid identification nunber
established by the State to the sane extent as an SSN i s
used for purposes described in paragraph (b)(3) of this

secti on.

5. In 8435.1001, paragraph (a) is revised to read as

foll ows:

8435. 1001 FFP for adm ni strati on.

(a) FFP is available in the necessary admnistrative

costs the State incurs in --

(1) Determning and redetermning Medicaid eligibility

and in providing Medicaid to eligible individuals; and
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(2) Determning presunptive eligibility for children

and providing services to presunptively eligible children.

6. Section 435.1002 is anended by addi ng a new

paragraph (c) to read as foll ows:

8435. 1002 FFP for services.

(c) FFP is available in expenditures for services

covered under the plan that are furnished --

(1) To children who are determ ned by a qualified

entity to be presunptively eligible;
(2) During a period of presunptive eligibility;

(3) By a provider that is eligible for paynment under

t he plan; and

(4) Regardl ess of whether the children are determ ned
eligible for Medicaid follow ng the period of presunptive

eligibility.

§435. 1007 [ Amended]
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7. In 8435.1007, in paragraph (a), the second sentence
I s amended by addi ng “and section 1905(u)” between *(X)”,

and “of the Act;”.

8. A new subpart L is added to part 435 to read as

foll ows:

Subpart L--Option for Coverage of Special G oups

Sec.

435.1100 Basi s and scope.

Presunptive Eligibility for Children

435.1101 Definitions related to presunptive eligibility for

chi |l dren.

435. 1102 General Rul es.

Subpart L--Option for Coverage of Special G oups

8435. 1100 Basi s and scope.

(a) Statutory basis. Section 1920A of the Act allows

States to provide Medicaid services to children under age 19
during a period of presunptive eligibility, prior to a

formal determ nation of Medicaid eligibility.
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(b) Scope. This subpart prescribes the requirenents
for providing nedical assistance to special groups who are
not eligible for Medicaid as categorically or nedically

needy.

PRESUMPTI VE ELI G BI LI TY FOR CH LDREN

8435. 1101 Definitions related to presunptive eligibility for

chil dren.

Application formnmeans at a mnimmthe formused to

apply for Medicaid under the poverty-level-rel ated
eligibility groups described in section 1902(1) of the Act
or ajoint formfor children to apply for the State

Children’s Health I nsurance Program and Medi cai d.

Peri od of presunptive eligibility means a period that

begins on the date on which a qualified entity determ nes
that a child is presunptively eligible and ends with the

earlier of --

(1) In the case of a child on whose behal f a Medicaid
application has been filed, the day on which a decision is

made on that application; or

(2) In the case of a child on whose behal f a Medicaid

application has not been filed, the |l ast day of the nonth
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follow ng the nonth in which the determ nation of

presunptive eligibility was nade.

Presunptive incone standard neans the hi ghest incone

eligibility standard established under the plan that is nost
likely to be used to establish the regul ar Medicaid

eligibility of a child of the age invol ved.

Qualified entity means an entity that is determ ned by

the State to be capable of making determ nati ons of

presunptive eligibility for children, and that --

(1) Furnishes health care itens and services covered
under the approved plan and is eligible to receive paynents

under the approved pl an;

(2) I's authorized to determne eligibility of a child
to participate in a Head Start program under the Head Start

Act ;

(3) I's authorized to determne eligibility of a child
to receive child care services for which financi al
assi stance is provided under the Child Care and Devel opnent

Bl ock Grant Act of 1990;

(4) Is authorized to determne eligibility of an infant

or child to receive assi stance under the special nutrition



HCFA- 2006- F 953

program for wonen, infants, and children (WC) under section

17 of the Child Nutrition Act of 1966;

(5) Is an elenentary or secondary school, as defined in
section 14101 of the Elenentary and Secondary Educati on Act

of 1965 (20 U.S.C. 8801);

(6) Is an elenentary or secondary school operated or

supported by the Bureau of Indian Affairs;

(7) I's a State or Tribal child support enforcenent

agency;

(8) Is an organi zation that is providing energency food
and shelter under a grant under the Stewart B. MKi nney

Honel ess Assi st ance Act;

(9) Is a State or Tribal office or entity involved in
enroll ment in the programunder Part A of title IV, title

XIX, or title XXI; or

(10) Is an entity that determnes eligibility for any
assi stance or benefits provided under any program of public
or assisted housing that receives Federal funds, including
t he program under section 8 or any other section of the
United States Housing Act of 1937 (42 U.S.C. 1437) or under
the Native Anerican Housing Assistance and Sel f

Determ nation Act of 1996 (25 U S.C. 4101 et seq.); or
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(11) Any other entity the State so deens, as approved

by the Secretary.

Services neans all services covered under the plan

I ncl udi ng EPSDT (see part 440 of this chapter.)
8435. 1102 General rules.

(a) The agency may provide services to children under
age 19 during one or nore periods of presunptive eligibility
following a determination by a qualified entity that the
child s estimated gross famly inconme or, at the State's
option, the child s estimated famly incone after applying
si npl e di sregards, does not exceed the applicable incone

st andar d.

(b) If the agency elects to provide services to
children during a period of presunptive eligibility, the

agency nust --

(1) Provide qualified entities with application forns
for Medicaid and i nformati on on how to assi st parents,
caretakers and ot her persons in conpleting and filing such

forns;

(2) Establish procedures to ensure that qualified

entities --
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(i) Notify the parent or caretaker of the child at the
tinme a determ nation regarding presunptive eligibility is
made, in witing and orally if appropriate, of such

det er m nati on;

(ii) Provide the parent or caretaker of the child wth

a regul ar Medicaid application form

(ii1) Wthin five working days after the date that the
determination is made, notify the agency that a child is

presunptively eligible;

(iv) For children determ ned to be presunptively
eligible, notify the child s parent or caretaker at the tine
the determnation is made, in witing and orally if

appropriate, that --

(A) If a Medicaid application on behalf of the child is
not filed by the last day of the follow ng nonth, the
child s presunptive eligibility will end on that |ast day;

and

(B) If a Medicaid application on behalf of the child is
filed by the | ast day of the followng nonth, the child s
presunptive eligibility will end on the day that a decision

I's made on the Medicaid application; and
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(v) For children determ ned not to be presunptively
eligible, notify the child s parent or caretaker at the tine
the determnation is made, in witing and orally if

appropri ate- -
(A) O the reason for the determ nation; and

(B) That he or she may file an application for Medicaid

on the child s behalf with the Medicai d agency;

(3) Provide all services covered under the plan,

i ncl udi ng EPSDT; and

(4) Allow determ nations of presunptive eligibility to

be nmade by qualified entities on a Statew de basis.

(c) The agency nust adopt reasonabl e standards
regardi ng the nunber of periods of presunptive eligibility

that will be authorized for a child in a given tinme frane.

D. Part 436 is amended as set forth bel ow

PART 436 -- ELIGBILITY IN GUAM PUERTO RICO, AND THE VI RG N

I SLANDS

1. The authority citation for part 436 continues to

read as foll ows:
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Authority: Sec. 1102 of the Social Security Act (42

U S.C. 1302).

2. Section 436.3 is anmended by adding a definition of
“optional targeted | owinconme child,” in al phabetical order,

to read as foll ows:

8436. 3 Definitions and use of terns.

Optional targeted | owinconme child means a child under
age 19 who neets the financial and categorical standards

descri bed bel ow.

(1) FEinancial need. An optional targeted | owincone

chil d:

(i) Has a famly incone at or bel ow 200 percent of the

Federal poverty line for a famly of the size involved,

(ii) Resides in a State with no Medicaid applicable

income | evel (as defined in 8457.10 of this chapter); or,

(ii1) Resides in a State that has a Medicaid
applicable incone | evel (as defined in 8457.10) and has

famly incone that either:
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(A) Exceeds the Medicaid applicable incone |evel for
the age of such child, but not by nore than 50 percentage
poi nts (expressed as a percentage of the Federal poverty

line); or

(B) Does not exceed the incone |evel specified for
such child to be eligible for nedical assistance under the

policies of the State plan under title XIX on June 1, 1997.

(2) No other coverage and State naintenance of effort.

An optional targeted |owincome child is not covered under a
group health plan or health insurance coverage, or would not
be eligible for Medicaid under the policies of the State
plan in effect on March 31, 1997; except that, for purposes

of this standard --

(i) Achild shall not be considered to be covered by
heal th i nsurance coverage based on coverage offered by the
State under a programin operation prior to July 1, 1997 if

that programreceived no Federal financial participation;

(ii) Achild shall not be considered to be covered
under a group health plan or health insurance coverage if
the child did not have reasonabl e geographic access to care

under that coverage.
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(3) For purposes of this section, policies of the
State plan a under title XI X plan include policies under a
St at ewi de denonstration project under section 1115(a) of the
Act other than a denonstration project that covered an

expanded group of eligible children but that either --
(i) D d not provide inpatient hospital coverage; or

(ii) Limted eligibility to children previously
enrolled in Medicaid, inposed premuns as a condition of
initial or continued enrollnent, and did not inpose a

general tinme limt on eligibility.

3. A new 8436.229 is added to read as foll ows:

8436. 229 Optional targeted | owincone children.

The agency may provi de Medicaid to—

(a) Al individuals under age 19 who are optiona

targeted | owincone children as defined in 8436.3; or

(b) Reasonabl e categories of these individuals.
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4. In 8436.1001 paragraph (a) is revised to read as

foll ows:

8436. 1001 FFP for adm ni strati on.

(a) FFP is available in the necessary admnistrative

costs the State incurs in --

(1) Determning and redetermning Medicaid eligibility

and in providing Medicaid to eligible individuals; and

(2) Determning presunptive eligibility for children

and providing services to presunptively eligible children.

5. Section 436.1002 is anended by addi ng a new

par agraph (c) to read as foll ows:

8436. 1002 FFP for services.

(c) FFP is available in expenditures for services

covered under the plan that are furnished --

(1) To children who are determ ned by a qualified

entity to be presunptively eligible;

(2) During a period of presunptive eligibility;
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(3) By a provider that is eligible for paynent under

the plan; and

(4) Regardless of whether the children are determ ned
eligible for Medicaid follow ng the period of presunptive
eligibility.

6. A new subpart L is added to part 436 to read as

foll ows:

Subpart L--Option for Coverage of Special G oups

Sec.

436.1100 Basi s and scope.

Presunptive Eligibility for Children

436.1101 Definitions related to presunptive eligibility for

chi |l dren.

436. 1102 General Rules.

Subpart L--Option for Coverage of Special G oups

8436. 1100 Basi s and scope.

(a) Statutory basis. Section 1920A of the Act allows

States to provide Medicaid services to children under age 19
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during a period of presunptive eligibility, prior to a

formal determ nation of Medicaid eligibility.

(b) Scope. This subpart prescribes the requirenents
for providing nedical assistance to special groups who are
not eligible for Medicaid as categorically or nedically

needy.

PRESUMPTI VE ELI G BI LI TY FOR CH LDREN

8436. 1101 Definitions related to presunptive eligibility

period for children.

Application formnmeans at a mnimmthe formused to

apply for Medicaid under the poverty-level-rel ated
eligibility groups described in section 1902(1) of the Act
or ajoint formfor children to apply for the State

Children’s Health I nsurance Program and Medi cai d.

Peri od of presunptive eligibility means a period that

begins on the date on which a qualified entity determ nes
that a child is presunptively eligible and ends with the

earlier of --

(1) I'n the case of a child on whose behalf a Medicaid
application has been filed, the day on which a decision is

made on that application; or
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(2) I'n the case of a child on whose behal f a Medicaid
application has not been filed, the |l ast day of the nonth
follow ng the nonth in which the determ nation of

presunptive eligibility was nade.

Presunptive incone standard neans the hi ghest incone

eligibility standard established under the plan that is nost
likely to be used to establish the regul ar Medicaid

eligibility of a child of the age invol ved.

Qualified entity means an entity that is determ ned by

the State to be capabl e of making determ nati ons of

presunptive eligibility for children, and that --

(1) Furnishes health care itens and services covered
under the approved plan and is eligible to receive paynents

under the approved pl an;

(2) I's authorized to determne eligibility of a child
to participate in a Head Start program under the Head Start

Act ;

(3) I's authorized to determne eligibility of a child
to receive child care services for which financi al
assi stance is provided under the Child Care and Devel opnent

Bl ock Grant Act of 1990;
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(4) Is authorized to determne eligibility of an infant
or child to receive assi stance under the special nutrition
program for wonen, infants, and children (WC) under section

17 of the Child Nutrition Act of 1966;

(5) Is an elenentary or secondary school, as defined in
section 14101 of the Elenentary and Secondary Educati on Act

of 1965 (20 U.S.C. 8801);

(6) Is an elenentary or secondary school operated or

supported by the Bureau of Indian Affairs;

(7) I's a State or Tribal child support enforcenent

agency;

(8) Is an organi zation that is providing energency food
and shelter under a grant under the Stewart B. MKi nney

Honel ess Assi st ance Act;

(9) Is a State or Tribal office or entity involved in
enroll ment in the programunder Part A of title IV, title

XIX, or title XXI; or

(10) Is an entity that determnes eligibility for any
assi stance or benefits provided under any program of public
or assisted housing that receives Federal funds, including
t he program under section 8 or any other section of the

United States Housing Act of 1937 (42 U.S.C. 1437) or under
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the Native Anerican Housing Assistance and Sel f

Determ nation Act of 1996 (25 U S.C. 4101 et seq.); or

(11) Any other entity the State so deens, as approved

by the Secretary.

Services neans all services covered under the plan

I ncl udi ng EPSDT (see part 440 of this chapter.)
8436. 1102 General rules.

(a) The agency may provide services to children under
age 19 during one or nore periods of presunptive eligibility
following a determination made by a qualified entity that
the child s estimated gross famly incone or, at the State’'s
option, the child s estimated famly incone after applying
si npl e di sregards, does not exceed the applicable incone

st andar d.

(b) If the agency elects to provide services to
children during a period of presunptive eligibility, the

agency nust --

(1) Provide qualified entities with application forns
for Medicaid and informati on on how to assi st parents,
caretakers and ot her persons in conpleting and filing such

forns;
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(2) Establish procedures to ensure that qualified

entities --

(i) Notify the parent or caretaker of the child at the
tinme a determ nation regarding presunptive eligibility is
made, in witing and orally if appropriate, of such

det er m nati on;

(ii) Provide the parent or caretaker of the child wth

a Medicaid application form

(ii1) Wthin 5 working days after the date that the
determination is made, notify the agency that a child is

presunptively eligible;

(iv) For children determ ned to be presunptively
eligible, notify the child s parent or caretaker at the tine
the determnation is made, in witing and orally if

appropriate, that --

(A) If a Medicaid application on behalf of the child is
not filed by the last day of the follow ng nonth, the
child s presunptive eligibility will end on that |ast day;

and

(B) If a Medicaid application on behalf of the child is

filed by the | ast day of the followng nonth, the child s
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presunptive eligibility will end on the day that a decision

I's made on the Medicaid application; and

(v) For children determ ned not to be presunptively
eligible, notify the child s parent or caretaker at the tine
the determnation is made, in witing and orally if

appropri ate- -

(A) O the reason for the determ nation; and

(B) That he or she may file an application for Medicaid

on the child s behalf with the Medicaid agency; and

(3) Provide all services covered under the plan,

I ncl udi ng EPSDT.

(4) Allow determ nations of presunptive eligibility to

be nmade by qualified entities on a Statew de basis.

(c) The agency nust adopt reasonabl e standards
regardi ng the nunber of periods of presunptive eligibility

that wll be authorized for a child in a given tine frane.

E. Part 457 is anended as foll ows:
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PART 457-- ALLOTMENTS AND GRANTS TO STATES

1. The authority citation for part 457 continues to

read as foll ows:

Aut hority: Section 1102 of the Social Security Act (42

Uus. C 1302).
2. A new subpart A is added to read as foll ows:

Subpart A -- Introduction; State Plans for Child Health

I nsurance Prograns and Qutreach Strategies

Sec.

457. 1 Program descri ption.

457. 2 Basi s and scope of subchapter D

457.10 Definitions and use of terns.

457. 30 Basi s, scope, and applicability of subpart A

457. 40 State program adm ni stration

457. 50 State pl an.

457. 60 Amendnent s.

457. 65 Ef fective date and duration of State plans and

pl an amendnents.
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Subpart A -- Introduction; State Plans for Child Health

I nsurance Prograns and Qutreach Strategies

8457.1 Program descri ption.

Title XXI of the Social Security Act, enacted in 1997
by the Bal anced Budget Act, authorizes Federal grants to
States for provision of child health assistance to
uni nsured, |owinconme children. The programis jointly
fi nanced by the Federal and State governnents and
adm ni stered by the States. Wthin broad Federal rules,
each State decides eligible groups, types and ranges of
services, paynent levels for benefit coverage, and

adm ni strative and operati ng procedures.

8457.2 Basis and scope of subchapter D

(a) Basis. This subchapter inplenents title XXI of the
Act, which authorizes Federal grants to States for the
provi sion of child health assistance to uninsured, |ow

i ncone children

(b) Scope. The regulations in subchapter D set forth
State plan requirenents, standards, procedures, and
conditions for obtaining Federal financial participation

(FFP) to enable States to provide health benefits coverage
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to targeted | owincone children, as defined at 8457. 310.

8457.10 Definitions and use of terns.

For purposes of this part the follow ng definitions

appl y:

Anerican | ndi an/ Al aska Native (Al/AN) neans--

(1) A menber of a Federally recognized Indian tribe,

band, or group;

(2) An Eskino or Aleut or other Al aska Native enrolled
by the Secretary of the Interior pursuant to the Al aska

Native Clains Settlenent Act, 43 U S.C 1601 et. seq.; or

(3) A person who is considered by the Secretary of the

Interior to be an Indian for any purpose.

Applicant neans a child who has filed an application
(or who has an application filed on their behalf) for health
benefits coverage through the State Children’s Health
I nsurance Program A child is an applicant until the child

recei ves coverage through SCH P
Child nmeans an i ndividual under the age of 19.

Child health assistance nmeans paynent for part or all

of the cost of health benefits coverage provided to targeted

| ow-i ncone children for the services |listed at 8457. 402.
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Conbi nati on program nmeans a program under which a State

i npl ements both a Medicaid expansi on program and a separate

child heal th program

Cost _sharing nmeans prem um charges, enroll nent fees,

deducti bl es, coi nsurance, copaynents, or other simlar fees

that the enrollee has responsibility for paying.

Creditable health coverage has the nmeaning given the

term“creditabl e coverage” at 45 CFR 146. 113 and i ncl udes
coverage that neets the requirenents of 8457.410 and is

provided to a targeted | owincone child.

Energency nedical condition neans a nedical condition

mani festing itself by acute synptons of sufficient severity
(i ncluding severe pain) such that a prudent |ayperson, with
an average know edge of health and nedicine, could

reasonabl y expect the absence of imedi ate nedical attention

toresult in --

(1) Serious jeopardy to the health of the individua
or, in the case of a pregnant woman, the health of a wonman

or her unborn child;

(2) Serious inpairnment of bodily function; or

(3) Serious dysfunction of any bodily organ or part.
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Ener gency services neans health care services that

are --

(1) Furnished by any provider qualified to furnish such

servi ces; and

(2) Needed to evaluate, treat, or stabilize an

ener gency nedi cal condition.

Enroll ee neans a child who receives health benefits

cover age through SCHI P.

Enrollnment cap neans a limt, established by the State

inits State plan, on the total nunber of children permtted

to enroll in a State’s separate child health program.

Fam |y incone neans incone as deternmned by the State

for a famly as defined by the State.

Federal fiscal year starts on the first day of Cctober

each year and ends on the |l ast day of the foll ow ng

Sept enber .

Fee-for-service entity has the neaning assigned in

§457. 902.

G oup health insurance coverage has the neaning

assi gned at 45 CFR 144. 103.
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G oup health plan has the nmeani ng assigned at 45 CFR

144. 103.

Heal th benefits coverage nmeans an arrangenent under

whi ch enrolled individuals are protected from sone or al

liability for the cost of specified health care services.

Health care services neans any of the services,

devi ces, supplies, therapies, or other itens listed in

8457. 402.

Heal th i nsurance coverage has the neani ng assi gned at

45 CFR 144.103.

Heal th i nsurance issuer has the neani ng assigned at 45

CFR 144. 103.

Heal t h mai nt enance organi zati on (HMO) pl an has the

meani ng assi gned at 8457. 420.

Health services initiatives neans activities that

protect the public health, protect the health of

i ndi viduals, inprove or pronbte a State’s capacity to
deliver public health services, or strengthen the human and
mat eri al resources necessary to acconplish public health
goals relating to inproving the health of children
(including targeted | owinconme children and other | owincone

chil dren).
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Joint application has the neaning assigned at 8457. 301.

Low i ncone child nmeans a child whose famly incone is

at or bel ow 200 percent of the poverty line for the size of

the famly invol ved.

Managed care entity (MCE) neans an entity that enters
into a contract to provide services in a nmanaged care
delivery system including but not limted to nmanaged care
organi zations, prepaid health plans, and prinmary care case

managers.

Medi caid applicable incone |evel neans, with respect to

a child, the effective incone | evel (expressed as a
percentage of the poverty line) specified under the policies
of the State plan under title XIX of the Act (including for
t hese purposes, a section 1115 wai ver authorized by the
Secretary or under the authority of section 1902(r)(2) of
the Act) as of March 31, 1997 for the child to be eligible
for nedical assistance under either section 1902(1)(2) or

1905(n) (2) of the Act.

Medi cai d expansi on _program nmeans a program under which

a State receives Federal funding to expand Medicaid

eligibility to optional targeted | owincone children
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Ootional targeted | owincone child has the neaning

assigned at 8435.4 (for States) and 8436.3 (for Territories)

of this chapter

Period of presunptive eligibility has the neaning

assi gned at 8457. 301.

Poverty line/ Federal poverty |level neans the poverty

gui del i nes updated annually in the Federal Register by the
U S. Departnent of Health and Human Servi ces under authority

of 42 U.S.C. 9902(2).

Preexi sting condition exclusion has the neaning

assi gned at 45 CFR 144.103.

Prem um assi st ance program neans a conponent of a

separate child health program approved under the State
pl an, under which a State pays part or all of the prem uns
for a SCH P enrollee or enrollees' group health insurance

coverage or coverage under a group health plan.

Presunptive incone standard has the neani ng assi gned at

§457. 301.

Publ i c agency has the neani ng assigned in 8457. 301.
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Qualified entity has the neani ng assigned at 8457. 301.

Separate child health program neans a program under

which a State receives Federal funding fromits title XXI
all otnent to provide child health assistance through
obt ai ni ng coverage that neets the requirenents of section

2103 of the Act and 8457.402.

State neans all States, the District of Col unbia,
Puerto Rico, the U S Virgin Islands, Guam Anerican Sanpa
and the Northern Mariana |Islands. The Territories are

excluded fromthis definition for purposes of 8457.740.

State Children’s Health | nsurance Program (SCH P) neans

a program established and adm nistered by a State, jointly
funded wth the Federal governnent, to provide child health
assi stance to uninsured, |owinconme children through a
separate child health program a Medicaid expansi on program

or a conbi nati on program

State health benefits plan has the meani ng assigned in

§457. 301.

State plan nmeans the title XXI State child health plan

Targeted | owincone child has the neaning assigned in

§457. 310.
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Uncovered or uninsured child neans a child who does not

have creditable health coverage.

Wl | -baby and well-child care services neans regul ar or

preventive diagnostic and treatnent services necessary to
ensure the health of babies, children and adol escents as
defined by the State. For purposes of cost sharing, the

term has the neani ng assigned at 8457.520.
8457. 30 Basi s, scope, and applicability of subpart A

(a) Statutory basis. This subpart inplenments the

foll owi ng sections of the Act:

(1) Section 2101(b), which requires that the State

submt a State plan

(2) Section 2102(a), which sets forth requirenents

regardi ng the contents of the State plan.

(3) Section 2102(b), which relates to eligibility

st andards and net hodol ogi es.

(4) Section 2102(c), which requires that the State
pl an include a description of the procedures to be used by
the State to acconplish outreach and coordination with other

heal t h i nsurance prograns.
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(5) Section 2106, which specifies the process for

subm ssi on, approval, and anmendnent of State pl ans.

(6) Section 2107(c), which requires that the State
pl an i nclude a description of the process used to involve

the public in the design and inplenmentation of the plan.

(7) Section 2107(d), which requires that the State

pl an include a description of the budget for the plan.

(8) Section 2107(e), which provides that certain
provisions of title XIX and title Xl of the Act apply under
title XXI in the sanme manner that they apply under title

Xl X.

(b) Scope. This subpart sets forth provisions
governing the admnistration of SCH P, the genera
requi renents for a State plan, and a description of the

process for review of a State plan or plan anendnent.

(c) Applicability. This subpart applies to all States

that request Federal financial participation to provide

child health assi stance under title XXl .

8457. 40 State program adm ni stration.

(a) Program operation. The State nust inplenment its

programin accordance with the approved State plan, any
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approved State plan anmendnents, the requirenents of title
XXI and title XIX (as appropriate), and the requirenents in
this chapter. HCFA nonitors the operation of the approved
State plan and plan anendnents to ensure conpliance with the
requi renents of title XXI, title XIX (as appropriate) and

this chapter.

(b) State authority to submt State plan. A State

pl an or plan anmendnent nust be signed by the State Governor,
or signed by an individual who has been del egated authority

by the Governor to submt it.

(c) State programofficials. The State nust identify

in the State plan or State plan anendnent, by position or
title, the State officials who are responsi ble for program

adm ni stration and financial oversight.

(d) State legislative authority. The State plan nust

I nclude an assurance that the State will not claim
expenditures for child health assistance prior to the tine
that the State has legislative authority to operate the

State plan or plan anendnent as approved by HCFA.
8457.50 State pl an.

The State plan is a conprehensive witten statenent,

submtted by the State to HCFA for approval, that describes



HCFA- 2006- F 981

t he purpose, nature, and scope of the State’s SCH P and

gi ves an assurance that the programis admnistered in
conformty with the specific requirenents of title XX,
title XIX (as appropriate), and the regulations in this
chapter. The State plan contains all information necessary
for HCFA to determ ne whether the plan can be approved to
serve as a basis for Federal financial participation (FFP)

in the State program

8457. 60 Anendnents.

A State nay seek to anend its approved State plan in
whole or in part at any tine through the subm ssion of an
anmendnent to HCFA. Wen the State plan anendnent has a
significant inpact on the approved budget, the anmendnent
must include an amended budget that describes the State’s
pl anned expenditures for a 1-year period. A State nust

anend its State plan whenever necessary to reflect--

(a) Changes in Federal |aw, regulations, policy
interpretations, or court decisions that affect provisions

in the approved State plan;

(b) Changes in State |aw, organization, policy, or
operation of the programthat affect the foll ow ng program

el enments described in the State plan:



HCFA- 2006- F 982

(1) Eligibility standards, enroll nent caps, and

di senrol Il ment policies as described in 8457. 305.

(2) Procedures to prevent substitution of private
coverage, including exenptions or exceptions to required
eligibility waiting periods w thout coverage under a group

heal th plan as descri bed 8457. 810.

(3) The type of health benefits coverage offered,

consistent with the options described in 8457.410.

(4) Addition or deletion of specific categories of

benefits covered under the State plan.

(5) Basic delivery system approach as described in

8457. 490.

(6) Cost-sharing as described in 8457.505.

(7) Screen and enroll procedures, and other Medicaid
coordi nati on procedures as described in 88457. 350 and

457. 353.

(8) Review procedures as described in 88457. 1130,

457. 1160, 457.1170, 457.1180 and 457.1190.

(9) O her conparable required program el enents.
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(c) Changes in the source of the State share of
fundi ng, except for changes in the type of non-health care

rel ated revenues used to generate general revenue.

8457.65 Effective date and duration of State plans and plan

anendnent s.

(a) Effective date in general. Except as otherw se

limted by this section --

(1) A State plan or plan anendnent takes effect on the
day specified in the plan or plan anmendnent, but no earlier

t han Cctober 1, 1997.

(2) The effective date nmay be no earlier than the date
on which the State begins to incur costs to inplenent its

State plan or plan anmendnent.

(3) A State plan amendnent that takes effect prior to
subm ssi on of the anendnent to HCFA nay remain in effect
only until the end of the State fiscal year in which the
State nakes it effective, or, if later, the end of the 90-
day period follow ng the date on which the State nakes it
effective, unless the State submts the anendnent to HCFA
for approval before the end of that State fiscal year or

t hat 90-day peri od.
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(b) Anendnents relating to eligibility or benefits. A

State plan anmendnent that elimnates or restricts
eligibility or benefits may not be in effect for |onger than
a 60-day period, unless the anendnent is submtted to HCFA
before the end of that 60-day period. The anendnent may not

t ake effect unl ess--

(1) The State certifies that it has provided prior
public notice of the proposed change in a form and nanner

provi ded under applicable State | aw, and

(2) The public notice was published before the

requested effective date of the change.

(c) Anendnents relating to cost sharing. A State plan

anendnment that inplenments cost-sharing charges, increases
exi sting cost-sharing charges, or increases the cunul ative
cost-sharing maxi num as set forth at 8457.560 is consi dered
an amendnent that restricts benefits and nust neet the

requi renents in paragraph (b) of this section.

(d) Anendnents relating to enrollnment procedures. A
State plan anmendnent that inplenents a required period of
uni nsurance, increases the |ength of existing required
periods of uninsurance, or institutes or extends the use of

waiting lists, enrollments caps or closed enrol |l nent periods
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I's considered an anendnent that restricts eligibility and

must neet the requirenents in paragraph (b) of this section.

(e) Anendnents relating to the source of State

funding. A State plan anendnent that changes the source of
the State share of funding can take effect no earlier than

the date of subm ssion of the amendnent.

(f) Continued approval. An approved State pl an

conti nues in effect unl ess--

(1) The State adopts a new plan by obtaini ng approval

under 8457.60 of an anmendnent to the State pl an;

(2) Wthdraws its plan in accordance with 8457.170(b);

or

(3) The Secretary finds substantial nonconpliance of
the plan with the requirenents of the statute or

regul ati ons.

8457. 70 Program opti ons.

(a) Health benefits coverage options. A State may

el ect to obtain health benefits coverage under its plan

t hr ough- -

(1) A separate child health program
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(2) A Medicaid expansion program or

(3) A conbination program

(b) State plan requirenent. A State nust include in

the State plan or plan anendnent a description of the

State’s chosen program option

(c) Medicaid expansion programrequirenents. A State

pl an under title XXI for a State that elects to obtain

heal th benefits coverage through its Medicaid plan nust--

(1) Meet the requirenents of --

(1) Subpart A

(ii) Subpart B ( to the extent that the State clains

adm ni strative costs under title XXl);

(ii1) Subpart F (wth respect to determ nation of the
al l ot ment for purposes of the enhanced matching rate,
determ nati on of the enhanced matching rate, and paynent of

any clainms for admnistrative costs under title XXl only);

(iv) Subpart G and

(v) Subpart J (if the State clains adm nistrative costs
under title XXI and seeks a waiver of limtations on such

cl ai rs based on a community based health delivery system.
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(2) Be consistent wwth the State’s Medicaid State
pl an, or an approvabl e anendnent to that plan, as required

under title Xl X .

(d) Separate child health programrequirenents. A

State that elects to obtain health benefits coverage under
its plan through a separate child health program nust neet

all the requirenents of part 457.

(e) Conbination programrequirenents. A State that

el ects to obtain health benefits coverage through both a
separate child health program and a Medi caid expansi on
program nust neet the requirenents of paragraphs (c) and (d)

of this section.

8457.80 Current State child health insurance coverage and

coordi nati on

A State plan nust include a description of--

(a) The extent to which, and manner in which, children
in the State, including targeted | owincome children and
ot her classes of children, by incone |evel and other
rel evant factors, currently have creditable health coverage
(as defined in 8457.10) and, if sufficient information is

avai |l abl e, whether the creditable health coverage they have
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I's under public health insurance prograns or health

I nsurance prograns that involve public-private partnerships;

(b) Current State efforts to provide or obtain
creditabl e health coverage for uncovered children, including
the steps the State is taking to identify and enrol | al
uncovered children who are eligible to participate in public
heal t h i nsurance prograns and heal th i nsurance prograns that

I nvol ve public-private partnerships; and

(c) Procedures the State uses to acconplish
coordi nation of SCHH P with other public and private health
I nsurance prograns, sources of health benefits coverage for
children, and relevant child health progranms, such as title
V, that provide health care services for |owincone

chil dren. Such procedures include those designed to --

(1) Increase the nunber of children with creditable

heal t h cover age;

(2) Assist in the enrollment in SCH P of children

determ ned ineligible for Medicaid; and

(3) Ensure that only eligible targeted | owincone
chil dren are covered under SCHI P, such as those procedures

requi red under 88457. 350 and 457. 353, as applicable.

8457. 90 CQutreach.
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(a) Procedures required. A State plan nust include a

description of procedures used to informfamlies of
children Iikely to be eligible for child health assistance
under the plan or under other public or private health
coverage prograns of the availability of the prograns, and
to assist themin enrolling their children in one of the

progr ans.

(b) Exanples. CQutreach strategies nmay include but are

not limted to the follow ng:

(1) Education and awareness canpai gns, including
targeted mailings and information distribution through

vari ous organi zati ons.

(2) Enrollnment sinplification, such as sinplified or

joint application forns.

(3) Application assistance, including opportunities to
apply for child health assistance under the plan through
communi ty- based organi zations and in conbination with other

benefits and services available to chil dren.

8457.110 Enrol |l ment assistance and information requirenents.

(a) Information disclosure. The State nust nake

accurate, easily understood, linguistically appropriate

information available to famlies of potential applicants,
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applicants and enrol | ees, and provi de assi stance to these
famlies in making i nfornmed decisions about their health

pl ans, professionals, and facilities.

(b) Required information. The State nust nake

avai l able to potential applicants and provide applicants and

enrollees the following information in a tinely manner:

(1) Types of benefits, and anpunt, duration and scope

of benefits avail able under the program

(2) Cost-sharing requirenents as described in

8457. 525.

(3) Nanes and |l ocations of current participating

provi ders.

(4) If an enrollnment cap is in effect or the State is
using a waiting list, a description of the procedures
relating to the cap or waiting list, including the process
for deciding which children will be given priority for
enrol |l ment, how children will be inforned of their status on
a waiting list and the circunstances under which enroll nent

wi |l reopen.

(5) Information on physician incentive plans as

required by 8457.985.



HCFA- 2006- F 991

(6) Review processes available to applicants and
enrol |l ees as described in the State plan pursuant to

8457. 1120.

8457.120 Public invol venent in program devel opnent.

A State plan nust include a description of the method

the State uses to--

(a) Involve the public in both the design and initia

i npl enentation of the program

(b) Ensure ongoing public involvenent once the State

pl an has been inpl emented; and

(c) Ensure interaction with Indian Tribes and
organi zations in the State on the devel opnent and

i npl enentation of the procedures required at 8457.125.

8457. 125 Provision of child health assi stance to American

I ndi an and Al aska Native children.

(a) Enrollnment. A State nust include in its State

pl an a description of procedures used to ensure the
provi sion of child health assistance to American Indian and

Al aska Nati ve children

(b) Exenption fromcost sharing. The procedures

requi red by paragraph (a) of this section nust include an
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exenption fromcost sharing for American |Indian and Al aska

Native children in accordance with 8457.535.

8457.130 Gvil rights assurance.

The State plan nust include an assurance that the State
will conply with all applicable civil rights requirenents,
including title VI of the Cvil R ghts Act of 1964, title I
of the Amrericans with Disabilities Act of 1990, section 504
of the Rehabilitation Act of 1973, the Age Di scrimnation
Act of 1975, 45 CFR part 80, part 84, and part 91, and 28

CFR part 35.

8457. 135 Assurance of conpliance with other provisions.

The State plan nust include an assurance that the State
will conply, under title XXI, with the follow ng provisions

of titles XIX and XI of the Social Security Act:

(a) Section 1902(a)(4)(C (relating to conflict of

I nt erest standards).

(b) Paragraphs (2), (16) and (17) of section 1903(i)

(relating to limtations on paynent).

(c) Section 1903(w) (relating to limtations on

provi der donations and taxes).
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(d) Section 1132 (relating to periods within which

clainms nust be filed).

§457. 140 Budget .

The State plan, or plan anmendnent that has a
significant inpact on the approved budget, nust include a
budget that describes the State’s planned expenditures for a

1l-year period. The budget nust describe --

(a) Planned use of funds, including--

(1) Projected anbunt to be spent on health services;

(2) Projected anbunt to be spent on admnistrative
costs, such as outreach, child health initiatives, and

eval uati on; and

(3) Assunptions on which the budget is based,

i ncludi ng cost per child and expected enrol |l nent; and

(b) Projected sources of non-Federal plan
expendi tures, including any requirenments for cost sharing by

enrol | ees.

8457. 150 HCFA review of State plan material.

(a) Basis for action. HCFA reviews each State plan

and plan anendnent to determ ne whether it neets or
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continues to neet the requirenents for approval under
rel evant Federal statutes, regul ations, and gui delines
furni shed by HCFA to assist in the interpretation of these

regul ati ons.

(b) Action on conplete plan. HCFA approves or

di sapproves the State plan or plan anmendnent only in its

entirety.

(c) Authority. The HCFA Adm ni strator exercises
del egated authority to review and then to approve or
di sapprove the State plan or plan anendnent, or to determ ne
that previously approved material no | onger neets the
requi renents for approval. The Adm nistrator does not nake
a final determ nation of disapproval w thout first

consulting the Secretary.

(d) Lnitial subm ssion. The Adm nistrator designates

an official to receive the initial subm ssion of State

pl ans.

(e) Review process. (1) The Adm nistrator designates
an individual to coordinate HCFA s review for each State

that submits a State plan

(2) HCFA notifies the State of the identity of the

designated individual in the first correspondence relating
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to that plan, and at any tinme there is a change in the

desi gnat ed i ndi vi dual .

(3) In the tenporary absence of the designated
i ndi vi dual during regul ar business hours, an alternate

i ndividual will act in place of the designated individual.

8457.160 Notice and tim ng of HCFA action on State plan

mat eri al .

(a) Notice of final determi nation. The Adm nistrator

provides witten notification to the State of the approval

or disapproval of a State plan or plan anendnent.

(b) Timng. (1) A State plan or plan anendnent wil |
be consi dered approved unl ess HCFA, within 90 cal endar days
after receipt of the State plan or plan anmendnent in the

HCFA central office, sends the State--
(i) Witten notice of disapproval; or

(ii) Witten notice of additional information it needs

in order to make a final determ nation

(2) A State plan or plan anendnent is considered
recei ved when the designated official or individual, as
determ ned in 8457.150(d) and (e), receives an el ectronic,

fax or paper copy of the conplete material.
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(3) |If HCFA requests additional information, the 90-
day review period for HCFA action on the State plan or plan

anendnment --

(i) Stops on the day HCFA sends a witten request for
addi tional information or the next business day if the

request is sent on a Federal holiday or weekend; and

(i1) Resunes on the next cal endar day after the HCFA
desi gnat ed i ndividual receives an electronic, fax, or hard
copy fromthe State of all the requested additiona
i nformation, unless the information is received after 5 p. m
eastern standard tine on a day prior to a non-busi ness day
or any time on a non-business day, in which case the review

period resunes on the foll ow ng busi ness day.

(4) The 90-day review period cannot stop or end on a
non- busi ness day. |If the 90th cal endar day falls on a non-
busi ness day, HCFA wi Il consider the 90th day to be the next

busi ness day.

(5 HCFA may send witten notice of its need for
addi tional information as many tinmes as necessary to obtain
the conplete informati on necessary to review the State plan

or plan anmendnent.
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8457.170 Wt hdrawal process.

(a) Wthdrawal of proposed State plans or plan

anendnents. A State may wi thdraw a proposed State plan or

pl an amendnent, or any portion of a proposed State plan or
pl an amendnent, at any tinme during the review process by

providing witten notice to HCFA of the w thdrawal .

(b) Wthdrawal of approved State plans. A State may

request w thdrawal of an approved State plan by submtting a

State plan anmendnent to HCFA in accordance with 8457. 60.

Subpart B -- General Adm nistration -- Reviews and Audits;
Wthhol ding for Failure to Conply; Deferral and Disal |l owance

of C ains; Reduction of Federal Medical Paynents

3. A new 8457.203 is added to read as fol |l ows:

8457.203 Adm nistrative and judicial review of action on

State plan material.

(a) Request for reconsideration. Any State

di ssatisfied with the Adm nistrator’s action on State plan
materi al under 8457.150 may, within 60 days after receipt of
the notice of final determ nation provided under

8457.160(a), request that the Adm nistrator reconsider
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whet her the State plan or plan anmendnent confornms with the

requi renments for approval.

(b) Notice of hearing. Wthin 30 days after receipt

of the request, the Admnistrator notifies the State of the
time and place of a hearing to be held for the purpose of

reconsi der ati on.

(c) Hearing procedures. The hearing procedures set

forth in part 430, subpart D of this chapter govern a

heari ng requested under this section.

(d) Effect of hearing decision. HCFA does not del ay

the denial of Federal funds, if required by the

Adm ni strator’s original determ nation, pending a hearing

decision. If the Adm nistrator determ nes that his or her
original decision was incorrect, HCFA will pay the State a

| unp sum equal to any funds incorrectly denied.

4. Paragraph (d)(2) of 8457.204 is revised to read as

foll ows:

8457.204 Wt hhol di ng of paynent for failure to conply with

Federal requirenents.
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(2) Opportunity for corrective action. If enforcenent

actions are proposed, the State nust submt evidence of
corrective action related to the findings of nonconpliance
to the Admnistrator wwthin 30 days fromthe date of the
prelimnary notification. Corrective action is action to
ensure that the plan is, and will be, adm nistered
consistent with applicable | aw and regul ations, to
anel i orate past deficiencies in plan admnistration, or to

ensure that enrollees will be treated equitably.

5. Paragraph (a) of 8457.208 is revised to read as

foll ows:

8457.208 Judicial review.

(a) Right to judicial review Any State dissatisfied

with the Admi nistrator’s final determ nation on
approvability of plan material (8457.203) or conpliance with
Federal requirements (8457.204) has a right to judicial

revi ew.

8457. 234 [ Renpved]

6. Section 457.234 is renpved.
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7. New subparts C, D, and E are added to read as

foll ows:

Subpart C -- State Plan Requirenments: Eligibility,

Screeni ng, Applications, and Enrol | nent

Sec.

457. 300 Basi s, scope, and applicability.

457.301 Definitions and use of terns.

457. 305 State plan provisions.

457. 310 Targeted | owincone child.

457. 320 O her eligibility standards.

457.340 Application for and enrollnent in a separate

child health program

457. 350 Eligibility screening and facilitation of Mdicaid

enrol | nent.

457. 353 Mnitoring and eval uation of screening process.

457. 355 Presunptive eligibility.

457.380 Eligibility verification.

Subpart D -- State Plan Requirenents: Coverage and Benefits

457.401 Basis, scope, and applicability.
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457.402 Definition of child health assi stance.

457.410 Health benefits coverage options.

457. 420 Benchmark health benefits coverage.

457.430 Benchmar k- equi val ent heal th benefits coverage.

457. 431 Actuarial report for benchmark-equival ent coverage.

457. 440 Exi sting conprehensive State-based coverage.

457. 450 Secretary-approved cover age.

457. 470 Prohi bited coverage.

457.475 Limtations on coverage: Abortions.

457. 480 Preexisting condition exclusions and relation to

ot her | aws.

457.490 Delivery and utilization control systens.

457. 495 State assurance of access to care and procedures

to assure quality and appropriateness of care.

Subpart E -- State Plan Requirenments: Enrollee Financi al

Responsibilities

457. 500 Basi s, scope, and applicability.

457. 505 General State plan requirenents.
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457.

457.

457.

457.

457.

457.

457.

457.

457.

457.

510

515

520

525

530

535

540

555

560

570

Prem unms, enrollment fees, or simlar fees: State

pl an requirenents.

Co- paynents, coi nsurance, deductibles, or simlar

cost-sharing charges: State plan requirenents.

Cost sharing for well-baby and well-child care

servi ces.

Publ i ¢ schedul e.

General cost-sharing protection for |ower incone

chi |l dren.

Cost -sharing protection to ensure enroll nent of

Ameri can | ndi ans and Al aska Nati ves.

Cost -sharing charges for children in famlies with

i ncones at or bel ow 150 percent of the FPL

Maxi mum al | owabl e cost-sharing charges on targeted
| ow-income children in famlies with income from

101 to 150 percent of the FPL

Cumul ati ve cost-sharing maxi num

Di senrol | nent protections.
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Subpart C -- State Plan Requirenments: Eligibility,

Screeni ng, Applications, and Enroll nent.

8457. 300 Basi s, scope, and applicability.

(a) Statutory basis. This subpart interprets and

I npl enents --

(1) Section 2102 of the Act, which relates to
eligibility standards and net hodol ogi es, coordination with
ot her health insurance prograns, and outreach and enrol | nent
efforts to identify and enroll children who are eligible to

participate in other public health insurance prograns;

(2) Section 2105(c)(6)(B) of the Act, which relates to
the prohibition agai nst expenditures for child health
assi stance provided to children eligible for coverage under
ot her Federal health care prograns other than prograns

operated or financed by the Indian Health Service; and

(3) Section 2110(b) of the Act, which provides a

definition of targeted | owincome child.

(b) Scope. This subpart sets forth the requirenents
relating to eligibility standards and to screening,

application and enrol |l nent procedures.
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(c) Applicability. The requirenents of this subpart
apply to child health assistance provided under a separate
child health program Regulations relating to eligibility,
screeni ng, applications and enrol |l nent that are applicable
to a Medicaid expansion programare found at 8431. 636,
8435. 4, 8435.229, 8435.1102, 8436.3, 8436.229, and 8436.1102

of this chapter

8457. 301 Definitions and use of terns.

As used in this subpart--

Joint application nmeans a formused to apply for the

separate child health programthat, when transmitted to the
Medi cai d agency followi ng a screening that shows the child
is potentially eligible for Medicaid, my also be used to

apply for Medicaid.

Qualified entity means an entity that is determ ned by

the State to be capabl e of making determ nati ons of

presunptive eligibility for children, and that --

(1) Furnishes health care itens and services covered
under the approved plan and is eligible to receive paynents

under the approved pl an;
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(2) I's authorized to determne eligibility of a child
to participate in a Head Start program under the Head Start

Act ;

(3) I's authorized to determne eligibility of a child
to receive child care services for which financi al
assi stance is provided under the Child Care and Devel opnent

Bl ock Grant Act of 1990;

(4) Is authorized to determne eligibility of an infant
or child to receive assi stance under the special nutrition
program for wonen, infants, and children (WC) under section

17 of the Child Nutrition Act of 1966;

(5) Is an elenentary or secondary school, as defined in
section 14101 of the Elenentary and Secondary Educati on Act

of 1965 (20 U. S.C. 8801);

(6) Is an elenentary or secondary school operated or

supported by the Bureau of Indian Affairs;

(7) I's a State or Tribal child support enforcenent

agency;

(8) Is an organi zation that is providing energency food
and shelter under a grant under the Stewart B. MKi nney

Honel ess Assi st ance Act;
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(9) Is a State or Tribal office or entity involved in
enrol lment in the programunder Part A of title IV, title

XIX, or title XXI; or

(10) Is an entity that determnes eligibility for any
assi stance or benefits provided under any program of public
or assisted housing that receives Federal funds, including
t he program under section 8 or any other section of the
United States Housing Act of 1937 (42 U.S.C. 1437) or under
the Native Anerican Housing Assistance and Sel f

Determ nation Act of 1996 (25 U S.C. 4101 et seq.); or

(11) Any other entity the State so deens, as approved

by the Secretary.

Period of presunptive eligibility means a period that
begins on the date on which a qualified entity determ nes
that a child is presunptively eligible and ends with the

earlier of --

(1) I'n the case of a child on whose behalf a separate
child health program application has been filed, the day on

whi ch a decision is nade on that application; or

(2) In the case of a child on whose behal f an

application for the separate child health program has not
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been filed, the last day of the nonth following the nonth in

whi ch the determ nation of presunptive eligibility was nmade.

Public agency neans a State, county, city or other type

of muni ci pal agency, including a public school district,
transportation district, irrigation district, or any other

type of public entity.

Presunptive incone standard neans the hi ghest incone

eligibility standard established under the plan that is nost
likely to be used to establish eligibility of a child of the

age i nvol ved.

8457. 305 State plan provisions.

The State plan nust include a description of --

(a) The standards, consistent with 88457. 310 and
457. 320, used to determine the eligibility of children for

coverage under the State plan.

(b) The State’ s policies governing enroll nent and
di senrol | ment; processes for screening applicant children
for and, if eligible, facilitating their enrollnment in
Medi cai d; and processes for inplenenting waiting lists and

enrol | ment caps (if any).
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8457. 310 Targeted | ow i ncone child.

(a) Definition. A targeted |lowincone child is a

child who neets the standards set forth bel ow and the
eligibility standards established by the State under

§457. 320.

(b) Standards. A targeted |lowincone child nust neet

the foll ow ng standards:

(1) Einancial need standard. A targeted |owincone

chi | d:

(i) Has a famly incone at or bel ow 200 percent of the

Federal poverty line for a famly of the size involved,

(ii) Resides in a State with no Medicaid applicable

i ncone | evel or;

(ii1) Resides in a State that has a Medicaid applicable

i ncome | evel and has famly inconme that either --

(A) Exceeds the Medicaid applicable inconme |evel for
the age of such child, but not by nore than 50 percentage

poi nts; or

(B) Does not exceed the income |evel specified for such
child to be eligible for nedical assistance under policies

of the State plan under title XIX on June 1, 1997.
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(2) No other coverage standard. A targeted |owincone

child nmust not be --

(i) Found eligible or potentially eligible for
Medi cai d under policies of the State plan (determ ned
t hrough either the Medicaid application process or the

screeni ng process descri bed at 8457.350); or

(ii) Covered under a group health plan or under health
i nsurance coverage, as defined in section 2791 of the Public
Heal th Service Act, unless the plan or health insurance
coverage program has been in operation since before July 1,
1997 and is adm nistered by a State that receives no Federa
funds for the program s operation. A child is not
consi dered covered under a group health plan or health
i nsurance coverage if the child does not have reasonable

geographi c access to care under that plan.

(3) For purposes of this section, policies of the
State plan a under title Xl X plan include policies under a
St at ewi de denonstration project under section 1115(a) of the
Act other than a denonstration project that covered an

expanded group of eligible children but that either --

(i) Did not provide inpatient hospital coverage; or
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(ii) Limted eligibility to children previously
enrolled in Medicaid, inposed premuns as a condition of
initial or continued enrollnent, and did not inpose a

general tinme limt on eligibility.

(c) Exclusions. Notw thstanding paragraph (a) of this

section, the follow ng groups are excluded fromthe

definition of targeted | owinconme children:

(1) Children eligible for certain State health

benefits coverage. (i) A targeted |owinconme child may not

be eligible for health benefits coverage under a State
health benefits plan in the State on the basis of a famly
menber’ s enploynment with a public agency, even if the famly

declines to accept the coverage.

(ii) Achild is considered eligible for health benefits
coverage under a State health benefits plan if a nore than
nom nal contribution to the cost of health benefits coverage
under a State health benefits plan is available fromthe
State or public agency with respect to the child or would
have been avail abl e fromthose sources on Novenber 8, 1999.
A contribution is considered nore than nomnal if the State
or public agency makes a contribution toward the cost of an

enpl oyee’ s dependent(s) that is $10 dollars per famly, per
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nonth, nore than the State or public agency’s contribution

toward the cost of covering the enployee only.

(2) Residents of an institution. A child nust not

be --

(i) An inmate of a public institution as defined at

8435. 1009 of this chapter; or

(ii) Apatient in an institution for nental diseases,
as defined at 8435.1009 of this chapter, at the tinme of

initial application or any redeterm nation of eligibility.

8457.320 Ot her eligibility standards.

(a) Eligibility standards. To the extent consistent

with title XXI of the Act and except as provided in
paragraph (b) of this section, the State plan may adopt
eligibility standards for one or nore groups of children

related to --

(1) Ceographic area(s) served by the plan;

(2) Age (up to, but not including, age 19);

(3) Inconeg;

(4) Resources;

(5 Spenddowns;
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(6) Disposition of resources;

(7) Residency, in accordance with paragraph (d) of

this section;

(8 Disability status, provided that such standards do

not restrict eligibility;

(9) Access to, or coverage under, other health

coverage; and

(10) Duration of eligibility, in accordance with

paragraph (e) of this section.

(b) Prohibited eligibility standards. |In establishing

eligibility standards and net hodol ogies, a State nmay not --

(1) Cover children with a higher famly inconme w thout
covering children with a lower famly income within any

defi ned group of covered targeted | owinconme chil dren;

(2) Deny eligibility based on a preexisting nedical

condi ti on;

(3) Discrimnate on the basis of diagnosis;

(4) Require that any individual provide a socia
security nunmber (SSN), including the SSN of the applicant

child or that of a famly nmenber whose i nconme or resources
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m ght be used in nmaking the child s eligibility

det er m nati on;

(5) Exclude Anerican Indian or Al aska Native children
based on eligibility for, or access to, nedical care funded

by the Indian Health Service;

(6) Exclude individuals based on citizenship or
nationality, to the extent that the children are U S
citizens, U S. nationals or qualified aliens, (as defined at
section 431 of the Personal Responsibility and Wrk
Qpportunity Reconciliation Act (PRAORA) of 1996, as anended
by the BBA of 1997, except to the extent that section 403 of
PRWORA precludes them fromreceiving Federal neans-tested

public benefits); or

(7) Violate any other Federal |aws or regulations
pertaining to eligibility for a separate child health

program under title XXI.

(c) Self-declaration of citizenship. |In establishing

eligibility for coverage under a separate child health plan,
a State may accept self-declaration of citizenship
(including nationals of the U S.), provided that the State

has i npl enented effective, fair, and nondi scrimnatory
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procedures for ensuring the integrity of its application

process.

(d) Residency. The State may establish residency

requi renents, except that a State may not --

(1) Inpose a durational residency requirenent;

(2) Preclude the follow ng individuals fromdeclaring

residence in a State --

(i) A non-institutionalized child who is not a ward of
the State, if the child is physically located in that State,
including as a result of the parent’s or caretaker’s

enpl oynent in that State;

(ii) An institutionalized child who is not a ward of a
State, if the State is the State of residence of the child's

custodi al parent’s or caretaker at the tinme of placenent;

(ii1) Achild who is a ward of a State, regardl ess of

the child s physical |ocation; or

(iv) A child whose custodial parent or caretaker is
involved in work of a transient nature, if the State is the

parent’s or caretaker’s hone State.

(e) Duration of eligibility. (1) The State may not

inpose a lifetime cap or other tinme limt on the eligibility



HCFA- 2006- F 1015

of an individual applicant or enrollee, based on the |length
of tinme such applicant or enrollee has received benefits

under the State’'s separate child health program

(2) Eligibility must be redeterm ned at |east every 12

nmont hs.

8457. 340 Application for and enrollnent in a separate child

heal t h program

(a) Application assistance. A State nust afford

famlies an opportunity to apply for child health assistance
wi t hout del ay, provided that the State has not reached an
approved enrol |l ment cap, and offer assistance to famlies in
under st andi ng and conpl eting applications and in obtaining

any required docunentation.

(b) Notice of rights and responsibilities. A State
must informapplicants at the tinme of application, in
witing and orally if appropriate, about the application and
eligibility requirenents, the tine frane for determ ning
eligibility, and the right to review of eligibility

determ nati ons as described in 8457.1130.

(c) Tinely determnations of eligibility.(1) The

agency nust pronptly determne eligibility and issue a

notice of decision within the tine standards establi shed,
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except in circunstances that are beyond the agency’s

contr ol

(2) A State nust establish tinme standards for
determining eligibility. These standards nmay not exceed
forty-five cal endar days (excluding days during which the

appl i cation has been suspended, pursuant to 8457.350(f)(1)).

(3) In applying the tinme standards, the State nust
define “date of application” and nust count each cal endar
day fromthe date of application to the day the agency mails

or otherw se provides notice of its eligibility decision

(d) Notice of decision concerning eligibility. A

State nmust provide each applicant or enrollee a witten
notice of any decision on the application or other

determ nation concerning eligibility.

(1) If eligibility is approved, the notice nust include
information on the enrollee’s rights and responsibilities
under the program including the opportunity for review of

matters descri bed in 8457.1130.

(2) If eligibility is denied, suspended or term nated,
the State nust provide notice in accordance with 8457.1180.
In the case of a suspension or termnation of eligibility,

the State nust provide sufficient notice to enable the
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child s parent or caretaker to take any appropriate actions
that nay be required to all ow coverage to conti nue w t hout

I nterruption.

(e) Effective date of eligibility. A State nust

specify a nethod for determning the effective date of
eligibility for its separate child health program which can
be determ ned based on the date of application or through

any ot her reasonabl e nethod.

8457.350 Eligibility screening and facilitation of Medicaid

enrol | nent.

(a) State plan requirenent. The State plan nust

i nclude a description of --

(1) The screening procedures that the State will use,
at intake and any followup eligibility determ nation,
i ncludi ng any periodic redeterm nation, to ensure that only
targeted |l owincone children are furnished child health

assi stance under the plan; and

(2) The procedures that the State will use to ensure
that the Medicaid application and enroll nment process is
initiated and that Medicaid enrollnment is facilitated for
children found, through the screening process, to be

potentially eligible for Medicaid.
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(b) Screening objectives. A State nust use screening
procedures to identify, at a m ninum any applicant or
enrollee who is potentially eligible for Medicaid under one
of the poverty-level-related groups described in section
1902(1) of the Act, section 1931 of the Act, or a Medicaid
denonstrati on project approved under section 1115 of the
Act, appl yi ng whi chever standard and correspondi ng
nmet hodol ogy generally results in a higher incone eligibility

| evel for the age group of the child being screened.

(c) ILncone eligibility test. To identify the children

descri bed in paragraph (b) of this section, a State nust
either initially apply the gross incone test described in
paragraph (c)(1) of this section and then use an adj usted
i ncone test described in paragraph (c)(2) of this section
for applicants whose gross incone is above the appropriate
Medi cai d i ncone standard, or use only the adjusted incone

test.

(1) Initial gross incone test. Under this test, a

State initially screens for Medicaid eligibility by
conparing gross famly incone to the appropriate Mdicaid

i ncone standard.

(2) Adjusted incone test. Under this test, a State

screens for Medicaid eligibility by conparing adjusted
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famly incone to the appropriate Medicaid i ncone standard.
The State nmust apply Medicaid standards and net hodol ogi es
relating to incone for the particular Medicaid eligibility
group, including all incone exclusions and disregards,
except those that apply only in very limted circunstances.

(d) Resource eligibility test. (1) |If a State applies

a resource test for children under the Medicaid eligibility
group used for screening purposes as described in paragraph
(b) of this section and a child has been determ ned
potentially incone eligible for Medicaid, the State nust

al so screen for Medicaid eligibility by conparing famly

resources to the appropriate Medicaid resource standard.

(2) In conducting the screening, the State nust apply
Medi cai d standards and net hodol ogi es rel ated to resources
for the particular Medicaid eligibility group, including al
resource exclusions and di sregards, except those that apply

only in very limted circunstances.

(e) Children found potentially ineligible for Mdicaid.

If a State uses a screeni ng procedure other than a ful
determ nation of Medicaid eligibility under all possible
eligibility groups, and the screening process reveal s that

the child does not appear to be eligible for Medicaid, the
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State nust provide the child s famly with the followng in

writing:

(1) A statenent that based on a limted review, the
child does not appear eligible for Medicaid, but Mdicaid
eligibility can only be determ ned based on a full review of
a Medicaid application under all Medicaid eligibility

gr oups;

(2) Information about Medicaid eligibility and

benefits; and

(3) Information about how and where to apply for

Medi caid under all eligibility groups.

(f) Children found potentially eligible for Mdicaid.

If the screening process reveals that the child is
potentially eligible for Medicaid, the State nust establish
procedures in coordination with the Medicaid agency that
facilitate enrollnent in Medicaid and avoid duplicative

requests for information and docunentation and nust --

(1) Except as provided in 8457.355, find the child
ineligible, provisionally ineligible, or suspend the child s
application for the separate child health program unl ess and
until a conpleted Medicaid application for that child is

deni ed, or the child s circunstances change, and pronptly
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transmt the separate child health application to the
Medi cai d agency as provided in paragraph (f)(3)(ii) of this

section; and

(2) If a State uses a joint application for its
Medi caid and separate child health prograns, pronptly
transmt the application, or the information obtained
through the application, and all relevant docunentation to

the Medi cai d agency; or

(3) If a State does not use a joint application for

its Medicaid and separate child health prograns:

(i) Pronptly informthe child s parent or caretaker in
witing and, if appropriate, orally that the child has been
found likely to be eligible for Medicaid; provide the famly
with a Medicaid application and offer information about
what, if any, further information, docunentation, or other
steps are needed to conplete the Medicaid application
process; and offer assistance in conpleting the application

process;

(ii1) Pronptly transmt the separate child health
program application; or the infornmation obtained through the
application, and all other relevant information and

docunentation, including the results of the screening
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process, to the Medicaid agency for a final determ nation of
Medicaid eligibility in accordance with the requirenents of

88431. 636 and 457.1110 of this chapter; or

(4) Establish other effective and efficient procedures,
in coordination with the Medicaid agency, as described and
approved in the State plan that ensure that children who are
screened as potentially eligible for Medicaid are able to
apply for Medicaid without delay and, if eligible, are

enrolled in Medicaid in a tinely manner; and

(5) Determne or redetermine eligibility for the

separate child health program if--

(i) The State is notified pursuant to 8431.636 of this
chapter that the child has been found ineligible for
Medi caid, consistent with the tinme standards established

pursuant to 8457.340(c); or

(ii) The State is notified prior to the final Medicaid
eligibility determnation that the child s circunstances
have changed and anot her screening shows that the child is

not likely to be eligible for Medicaid.

(1i11) For purposes of such determ nation or
redeterm nation, the State nust not require the child to

conplete a new application for the separate child health
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program but may require supplenental information to account
for any changes in the child s circunstances that may affect
eligibility.

(g) LInfornmed application decisions. To enable a

famly to make an informed decision about applying for
Medi cai d or conpleting the Medicaid application process, a
State nust provide the child s famly with information, in

witing, about --

(1) The State’s Medicaid program including the

benefits covered, and restrictions on cost sharing; and

(2) Eligibility rules that prohibit children who have
been screened eligible for Medicaid frombeing enrolled in a
separate child health program other than provisiona
tenporary enrollnment while a final Medicaid eligibility

determ nation is bei ng made.

(h) Waiting lists, enrollnent caps and cl osed

enrollment. The State nust establish procedures to ensure

that --

(1) The procedures devel oped in accordance with this
section have been followed for each child applying for a

separate child health program before placing the child on a
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waiting |ist or otherwi se deferring action on the child s

application for the separate child health program and

(2) Famlies are infornmed that a child may be eligible
for Medicaid if circunstances change while the child is on a

waiting |ist for separate child health program

8457. 353 Monitoring and eval uati on of screening process.
States nmust nonitor and establish a nmechanismto

eval uate the screen and enroll process described at 8457. 350

to ensure that children who are screened potentially

eligible for Medicaid are enrolled in Medicaid, if eligible,

and that children who are found ineligible for Medicaid are

enrolled in the separate child health program if eligible.
8457. 355 Presunptive eligibility.

Consi stent with subpart D of this part, the State may
pay costs of coverage under a separate child health program
during a period of presunptive eligibility for children
appl yi ng for coverage under the separate child health
program pending the screening process and a fina
determination of eligibility (including applicants found

t hrough screening to be potentially eligible for Medicaid)

(a) Expenditures for coverage during a period of

presunptive eligibility. (1) Expenditures for coverage
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during a period of presunptive eligibility for a child
ultimitely determned eligible for the separate child health
program w || be considered, for that period, as
expenditures for child health assistance for targeted | ow

i nconme children under the plan.

(2) Expenditures for coverage during a period of
presunptive eligibility inplenmented in accordance with
8435.1101 of this part for a child ultimately determ ned
ineligible for both the separate child health program and
Medi caid for that period, and for a child whose fam |y does
not conplete the Medicaid application process, wll be
consi dered as expenditures for targeted | owinconme children

under the plan.

(3) Expenditures for coverage during a period of
presunptive eligibility for a child ultimtely determned to
be eligible for Medicaid may not be consi dered expenditures

under the separate child health program

8457.380 Eligibility verification.

(a) The State nust establish procedures to ensure

the integrity of the eligibility determ nation process.

(b) A State nmay establish reasonable eligibility

verification nechanisns to pronote enrol |l nent of eligible



HCFA- 2006- F 1026

children and nay permt applicants and enrollees to
denonstrate that they neet eligibility requirenments through
sel f-declaration or affirmati on except that a State may
permt self-declaration of citizenship only if the State has
effective, fair and non-discrimnatory procedures to ensure
the integrity of the application process in accordance wth

§457. 320(c) .

Subpart D--State Plan Requirenents: Coverage and Benefits

8457. 401 Basis, scope, and applicability.

(a) Statutory basis. This subpart interprets and

I npl enents --

(1) Section 2102(a)(7) of the Act, which requires that
St ates nmake assurances relating to, the quality and
appropri ateness of care, and access to covered services;

(2) Section 2103 of the Act, which outlines coverage

requirenments for children’ s health insurance;

(3) Section 2109 of the Act, which describes the

relation of the SCH P programto other |aws;

(4) Section 2110(a) of the Act, which describes child

heal th assi stance; and
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(5) Section 2110(c) of the Act, which contains

definitions applicable to this subpart.

(b) Scope. This subpart sets forth requirenents for
heal th benefits coverage and child health assi stance under a

separate child health plan

(c) Applicability. The requirenents of this subpart

apply to child health assistance provided under a separate
child health program and do not apply to a Medicaid

expansi on program
8457.402 Definition of child health assistance.

For the purpose of this subpart, the term*“child health
assi stance” neans paynent for part or all of the cost of
heal th benefits coverage provided to targeted | owincone

children for the foll ow ng services:
(a) Inpatient hospital services.
(b) CQutpatient hospital services.
(c) Physician services.
(d) Surgical services.

(e) dinic services (including health center services)

and ot her anmbul atory health care services.
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(f) Prescription drugs and biologicals and the
adm ni stration of these drugs and biologicals, only if these
drugs and biol ogicals are not furnished for the purpose of
causi ng, or assisting in causing, the death, suicide,

eut hanasia, or nmercy killing of a person.

(g) Over-the-counter nedications.

(h) Laboratory and radi ol ogi cal services.

(i) Prenatal care and pre-pregnancy famly pl anning

servi ces and suppli es.

(j) Inpatient nental health services, other than
servi ces described in paragraph (18) of this section but
i ncludi ng services furnished in a State-operated nental
hospital and including residential or other 24-hour

t herapeutically planned structured services.

(k) CQutpatient nental health services, other than
servi ces described in paragraph (19) of this section but
i ncludi ng services furnished in a State-operated nental

hospi tal and includi ng community-based services.

(1) Durable nedical equipnment and ot her nedically-
related or renedi al devices (such as prosthetic devices,
I npl ants, eyegl asses, hearing aids, dental devices and

adapti ve devi ces).
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(m Disposabl e nedi cal supplies.

(n) Hone and communi ty-based health care services and
rel ated supportive services (such as hone heal th nursing
services, personal care, assistance with activities of daily
living, chore services, day care services, respite care
services, training for famly nenbers and m nor nodification

to the hone.)

(0) Nursing care services (such as nurse practitioner
services, nurse mdw fe services, advanced practice nurse
services, private duty nursing, pediatric nurse services and
respiratory care services) in a hone, school, or other

setting.

(p) Abortion only if necessary to save the life of the

nother or if the pregnancy is the result of rape or incest.

(gq) Dental services.

(r) Inpatient substance abuse treatnent services and

resi denti al substance abuse treatnent services.

(s) CQutpatient substance abuse treatnent services.

(t) Case managenent services.

(u) Care coordination services.
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(v) Physical therapy, occupational therapy, and
services for individuals with speech, hearing and | anguage

di sorders.

(w) Hospice care.

(x) Any other nedical, diagnostic, screening,
preventive, restorative, renedial, therapeutic, or
rehabilitative services (whether in a facility, hone,
school, or other setting) if recognized by State | aw and

only if the service is--

(1) Prescribed by or furnished by a physician or other
licensed or registered practitioner within the scope of

practice as defined by State | aw,

(2) Perfornmed under the general supervision or at the

di rection of a physician; or

(3) Furnished by a health care facility that is
operated by a State or |ocal governnent or is |icensed under

State |l aw and operating wthin the scope of the |license.

(y) Premuns for private health care insurance

cover age.

(z) Medical transportation.
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(aa) Enabling services (such as transportation
transl ation, and outreach services) only if designed to
I ncrease the accessibility of primary and preventive health

care services for eligible | owincone individuals.

(bb) Any other health care services or itens specified

by the Secretary and not excluded under this subchapter.

8457.410 Health benefits coverage options.

(a) Types of health benefits coverage. States may

choose to obtain any of the followi ng four types of health

benefits coverage:
(1) Benchmark coverage in accordance with 8457.420.

(2) Benchmar k- equi val ent coverage in accordance with

§457. 430.

(3) Existing conprehensive State-based coverage in

accordance with 8457. 440.

(4) Secretary-approved coverage in accordance with

§457. 450.
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(b) Required coverage. Regardless of the type of

heal th benefits coverage, described at paragraph (a) of this
section, that the State chooses to obtain, the State nust

obtai n coverage for --

(1) Wwell-baby and well-child care services as defined

by the State;

(2) Age-appropriate inmmunizations in accordance with
the recommendati ons of the Advisory Commttee on

| mruni zation Practices (ACIP); and

(3) Energency services as defined in 8457.10.

8457.420 Benchmark health benefits coverage.

Benchmark coverage is health benefits coverage that is
substantially equal to the health benefits coverage in one

of the follow ng benefit plans:

(a) FEederal Enployees Health Benefit Plan(FEHBP). The
standard Bl ue Cross/Blue Shield preferred provider option
service benefit plan that is described in, and offered to

Federal enployees under, 5 U S.C. 8903(1).

(b) State enployee plan. A health benefits plan that

is offered and generally available to State enpl oyees in the

St at e.
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(c) Health maintenance organi zation (HMJ plan. A

heal t h i nsurance coverage plan that is offered through an
HMO (as defined in section 2791(b)(3) of the Public Health
Service Act) and has the | argest insured conmmercial, non-

Medi caid enrollnent in the State.
8457.430 Benchmar k- equi val ent health benefits coverage.

(a) Aggregate actuarial value. Benchmark-equival ent

coverage is health benefits coverage that has an aggregate
actuarial value determ ned in accordance with 8457.431 that
is at least actuarially equivalent to the coverage under one

of the benchmark packages specified in 8457.420.

(b) Required coverage. |In addition to the coverage

requi red under 8457.410(b), benchmark-equival ent health
benefits coverage nust include coverage for the follow ng

cat egories of services:
(1) Inpatient and outpatient hospital services.
(2) Physicians’ surgical and nedi cal services.
(3) Laboratory and x-ray services.

(c) Additional coverage. (1) In addition to the

categories of services in paragraph (b) of this section,
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benchmar k- equi val ent coverage nmay include coverage for any

addi tional services specified in 8457.402.

(2) If the benchmark coverage package used by the
State for purposes of conparison in establishing the
aggregate actuarial value of the benchmark-equival ent
cover age package includes coverage for prescription drugs,
nmental health services, vision services or hearing services,
then the actuarial value of the coverage for each of these
categories of service in the benchnmark-equival ent coverage
package nust be at |east 75 percent of the value of the
coverage for such a category or service in the benchnmark

pl an used for conparison by the State.

(3) |If the benchmark coverage package does not cover
one of the categories of services in paragraph (c)(2) of
this section, then the benchmark-equi val ent coverage package
may, but is not required to, include coverage for that

category of service.

8457.431 Actuarial report for benchmark-equival ent

cover age.

(a) To obtain approval for benchnark-equival ent health
benefits coverage descri bed under 8457.430, the State nust

submt to HCFA an actuarial report that contains an
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actuarial opinion that the health benefits coverage neets
the actuarial requirenments under 8457.430. The report nust

al so specify the benchmark coverage used for conparison.

(b) The actuarial report nust state that it was

prepared --

(1) By an individual who is a nenber of the Anerican

Acadeny of Actuaries;

(2) Using generally accepted actuarial principles and

met hodol ogi es of the Anerican Acadeny of Actuaries;

(3) Using a standardi zed set of utilization and price

factors;

(4) Using a standardi zed population that is
representative of privately insured children of the age of

t hose expected to be covered under the State plan;

(5 Applying the sanme principles and factors in
conparing the value of different coverage (or categories of

services);

(6) Wthout taking into account any differences in
coverage based on the nmethod of delivery or nmeans of cost

control or utilization used; and
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(7) Taking into account the ability of a State to
reduce benefits by considering the increase in actuari al
val ue of health benefits coverage offered under the State
plan that results fromthe limtations on cost sharing (with

the exception of prem uns) under that coverage.

(c) The actuary who prepares the opinion nust sel ect
and specify the standardi zed set and popul ation to be used

under paragraphs (b)(3) and (b)(4) of this section.

(d) The State nust provide sufficient detail to
expl ai n the basis of the nethodol ogies used to estimate the
actuarial value or, if requested by HCFA, to replicate the

State's result.

8457. 440 Exi sting conprehensive State-based coverage.

(a) General requirenents. Existing conprehensive

St at e- based health benefits is coverage that--

(1) Includes coverage of a range of benefits;

(2) |Is administered or overseen by the State and

receives funds fromthe State

(3) Is offered in the State of New York, Florida or

Pennsyl vani a; and

(4) Was offered as of August 5, 1997.
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(b) Mdifications. A State may nodify an existing

conpr ehensi ve St ate-based coverage program described in

paragraph (a) of this section if--

(1) The program continues to include a range of

benefits;

(2) The State submts an actuarial report
denonstrating that the nodification does not reduce the
actuarial value of the coverage under the program bel ow the

| ower of either--

(i) The actuarial value of the coverage under the

program as of August 5, 1997; or

(ii) The actuarial value of a benchmark benefit package
as described in 8457.430 evaluated at the tine the

nodi fication is requested.
8457. 450 Secretary-approved cover age.

Secretary-approved coverage is health benefits coverage
that, in the determ nation of the Secretary, provides
appropriate coverage for the popul ation of targeted |ow
i ncome children covered under the program Secretary-
approved coverage, for which no actuarial analysis is

required, may include --
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(a) Coverage that is the sane as the coverage provided

to children under the Medicaid State plan;

(b) Conprehensive coverage offered by the State under
a Medi caid denonstration project approved by the Secretary
under section 1115 of the Act that either includes coverage
for the full Early and Periodic Screening, D agnhostic, and
Treat ment (EPSDT) benefit or that the State has extended to

the entire Medicaid population in the State;

(c) Coverage that includes benchmark health benefits
coverage, as specified in 8457.420, plus any additiona

coverage, or

(d) Coverage, including coverage under a group health
pl an purchased by the State, that the State denonstrates to
be substantially equivalent to or greater than coverage
under a benchmark health benefits plan, as specified in
8457. 420, through use of a benefit-by-benefit conparison of
the coverage denonstrating that coverage for each benefit
neets or exceeds the correspondi ng coverage under the

benchmark heal th benefits plan.

8457. 470 Prohibited coverage.

A State is not required to provide health benefits

coverage under the plan for an itemor service for which
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paynent is prohibited under title XXI even if any benchmark
heal th benefits plan includes coverage for that item or

servi ce.

8457.475 Limtations on coverage: Abortions.

(a) GCeneral rule. FFP under title XXI is not
avai l abl e in expenditures for an abortion, or in
expenditures for the purchase of health benefits coverage
that includes coverage of abortion services unless the
abortion services neet the conditions specified in paragraph

(b) of this section.

(b) Exceptions. (1) Life of nother. FFP is available

i n expenditures for abortion services when a physician has
found that the abortion is necessary to save the life of the

not her.

(2) Rape or incest. FFP is available in expenditures

for abortion services perforned to term nate a pregnancy

resulting froman act of rape or incest.

(c) Partial Federal funding prohibited. (1) FFPis
not available to a State for any anount expended under the
title XXI plan to assist in the purchase, in whole or in

part, of health benefits coverage that includes coverage of
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abortions other than those specified in paragraph (b) of

this section.

(2) If a State wishes to have nmanaged care entities
provi de abortions in addition to those specified in
paragraph (b) of this section, those abortions nust be
provi ded under a separate contract using non-Federal funds.
A State nmay not set aside a portion of the capitated rate
paid to a managed care entity to be paid with State-only
funds, or append riders, attachnments or addenda to existing
contracts with managed care entities to separate the
addi ti onal abortion services fromthe other services covered

by the contract.

(3) Nothing in this section affects the expenditure by
a State, locality, or private person or entity of State,
| ocal, or private funds (other than those expended under the
State plan) for any abortion services or for health benefits

coverage that includes coverage of abortion services.

8457.480 Preexisting condition exclusions and relation to

ot her | aws.

(a) Preexisting condition exclusions. (1) Except as

perm tted under paragraph (a)(2) of this section, the State
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may not permt the inposition of any pre-existing condition

excl usion for covered services under the State plan.

(2) If the State obtains health benefits coverage
t hrough paynent or a contract for health benefits coverage
under a group health plan or group health insurance
coverage, the State may permt the inposition of a pre-
exi sting condition exclusion but only to the extent that the
exclusion is permtted under the applicable provisions of
part 7 of subtitle B of title | of the Enployee Retirenent
I ncone Security Act of 1974 (ERISA) and title XXVII of the

Public Health Service Act.

(b) Relation of title XXI to other laws. (1) ERI SA

Nothing in this title affects or nodifies section 514 of
ERI SA with respect to a group health plan as defined by

section 2791(a)(1) of the Public Health Service Act.

(2) Health Insurance Portability and Accountability

Act (HIPAA). Health benefits coverage provided under a State

pl an and coverage provided as a cost-effective alternative,
as described in subpart J of this part, is creditable
coverage for purposes of part 7 of subtitle B of title Il of
ERI SA, title XXVII of the Public Health Service Act, and

subtitle K of the Internal Revenue Code of 1986.
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(3) Mental Health Parity Act (IVHPA). Health benefits

coverage under a group health plan provided under a State
pl an nmust conply with the requirenents of the MHPA of 1996
regarding parity in the application of annual and lifetine
dollar Iimts to nental health benefits in accordance wth

45 CFR 146. 136.

(4) Newborns and Mothers Health Protection Act
(NVHPA). Health benefits coverage under a group health plan
provi ded under a State plan nust conply with the
requi renents of the NVHPA of 1996 regardi ng requirenents for
m ni mum hospital stays for nothers and newborns in

accordance with 45 CFR 146. 130 and 148. 170.

8457.490 Delivery and utilization control systens.

A State that elects to obtain health benefits coverage
through a separate child health programnust include inits
State plan a description of the child health assistance
provi ded under the plan for targeted | owinconme children,

i ncludi ng a description of the proposed nethods of delivery

and utilization control systens. A State nust--

(a) Describe the nethods of delivery of child health
assi stance including the choice of financing and the nethods

for assuring delivery of the insurance products and delivery
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of health care services covered by such products to the

enrol | ees, including any variations; and

(b) Describe utilization control systens designed to
ensure that enrollees receiving health care services under
the State plan receive only appropriate and nedically
necessary health care consistent with the benefit package

described in the approved State plan.

8457.495 State assurance of access to care and procedures

to assure quality and appropriateness of care.

A State plan nust include a description of the methods
that a State uses for assuring the quality and
appropri at eness of care provided under the plan, including

how the State will assure:

(a) Access to well-baby care, well-child care, well -

adol escent care and chil dhood and adol escent i mmuni zati ons.

(b) Access to covered services, including energency

services as defined at 8457.10.

(c) Appropriate and tinely procedures to nonitor and
treat enrollees with chronic, conplex, or serious nedica
condi tions, including access to an adequate nunber of visits

to specialists experienced in treating the specific nedica
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condition and access to out-of-network providers when the
network is not adequate for the enrollee’ s nedical

condi ti on.

(d) That decisions related to the prior authorization
of health services are conpleted in accordance with the
medi cal needs of the patient, wthin 14 days after receipt
of a request for services. A possible extension of up to 14
days may be permtted if the enroll ee requests the extension
or if the physician or health plan determ nes that

additional infornmation is needed.

Subpart E -- State Plan Requirenents: Enrollee Financi al

Responsibilities

8 457.500 Basis, scope, and applicability.

(a) Statutory basis. This subpart inplenents --

(1) Section 2101(a) of the Act, which provides that
the purpose of title XXI is to provide funds to States to
enable themto initiate and expand the provision of child
heal th assi stance to uninsured, |lowincome children in an

effective and efficient manner; and
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(2) Section 2103(e) of the Act, which sets forth
provi sions regarding State plan requirenments and options for

cost shari ng.

(b) Scope. This subpart consists of provisions
relating to the inposition under a separate child health
program of cost-sharing charges including enrollnent fees,
prem uns, deducti bl es, coinsurance, copaynents, and simlar

cost-sharing charges.

(c) Applicability. The requirenents of this subpart

apply to separate child health prograns.

8457.505 General State plan requirenents.

The State plan nust include a description of --

(a) The anount of prem uns, deducti bl es, coinsurance,

copaynents, and other cost sharing inposed,

(b) The met hods, including the public schedule, the
State uses to informenrollees, applicants, providers and
the general public of the cost-sharing charges, the
cumul ative cost-sharing maxi rum and any changes to these

anount s;

(c) The disenrollnent protections as required under

8457. 570;
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(d) In the case of coverage obtai ned through prem um

assi stance for group health plans --

(1) The procedures the State uses to ensure that
enrol | ees are not charged copaynents, coi nsurance,
deducti bles or simlar fees on well-baby and well-child care
services described at 8457.520, and that any cost sharing

conplies with the requirenents of this subpart;

(2) The procedures to ensure that Anerican Indian and
Al aska Native children are not charged prem uns, copaynents,
coi nsurance, deductibles, or simlar fees in accordance with

§457. 535,

(3) The procedures to ensure that enroll ees are not
charged cost sharing in excess of the cunul ative cost-

sharing maxi num specified in 8457. 560.

(e) Procedures that do not primarily rely on a refund
given by the State for overpaynent by an enrollee to ensure

conpliance with this subpart.

8457.510 Prem uns, enrollment fees, or simlar fees: State

pl an requirenents.

When a State inposes prem uns, enrollnent fees, or

simlar fees on enrollees, the State plan nust describe --
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(a) The anpbunt of the premum enrollnent fee or

simlar fee inposed on enrollees;
(b) The tinme period for which the charge is inposed;

(c) The group or groups that are subject to the

prem uns, enrollnent fees, or simlar charges;

(d) The consequences for an enrollee or applicant who
does not pay a charge, and the disenroll nent protections

adopted by the State in accordance with 8457.570; and

(e) The nethodol ogy used to ensure that total cost-
sharing liability for a famly does not exceed the

cumul ative cost-sharing maxi mum specified in 8457.560.

8457. 515 Co- paynents, coi nsurance, deductibles, or simlar

cost-sharing charges: State plan requirenents.

To i npose copaynents, coinsurance, deductibles or
simlar charges on enrollees, the State plan nust

descri be --

(a) The service for which the charge is inposed,

(b) The anmount of the charge;

(c) The group or groups of enrollees that may be

subject to the cost-sharing charge;
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(d) The consequences for an enroll ee who does not pay
a charge, and the disenroll nent protections adopted by the

State in accordance with 8457.570;

(e) The nethodol ogy used to ensure that total cost-
sharing liability for a famly does not exceed the

cumul ative cost-sharing maxi num specified in 8457.560; and

(f) An assurance that enrollees will not be held
|iable for cost-sharing anbunts for energency services that
are provided at a facility that does not participate in the
enrol | ee’ s managed care network beyond the copaynent anounts
specified in the State plan for energency services as

defined in 8457. 10.

8457.520 Cost sharing for well-baby and well-child care

servi ces.

(a) A State may not inpose copaynents, deducti bl es,
coi nsurance or other cost sharing with respect to the well -
baby and well-child care services covered under the State
plan in either the managed care delivery setting or the fee-

for-service delivery setting.

(b) For the purposes of this subpart, at a m ni mum
any of the follow ng services covered under the State plan

will be considered well-baby and well-child care services:
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(1) Al healthy newborn physician visits, including
routi ne screening, whether provided on an inpatient or

out pati ent basis.

(2) Routine physical exam nations as reconmmended and
updat ed by the Anerican Acadeny of Pediatrics (AAP)
“@Quidelines for Health Supervision Il1” and described in
“Bright Futures: Cuidelines for Health Supervision of

Infants, Children and Adol escents.”

(3) Laboratory tests associated with the well-baby and
wel | -child routine physical exam nations as described in

paragraph (b)(2) of this section.

(4) Imunizations and related office visits as
recomrended and updated by the Advisory Conmttee on

| muni zation Practices (ACIP).

(5 Routine preventive and di agnostic dental services
(such as oral exam nations, prophylaxis and topical fluoride
applications, sealants, and x-rays) as described in the nost
recent guidelines issued by the Anerican Acadeny of

Pedi atric Dentistry (AAPD).
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8457. 525 Public schedul e.

(a) The State nmust nake available to the groups in
par agraph (b) of this section a public schedul e that

contains the follow ng information:

(1) Current cost-sharing charges.

(2) Enrollee groups subject to the charges.

(3) Cunul ative cost-sharing nmaxi nuns.

(4) Mechanisns for naking paynments for required

char ges.

(5) The consequences for an applicant or an enrollee
who does not pay a charge, including the disenroll nent

protections required by 8457.570.

(b) The State nmust nake the public schedul e avail abl e

to the foll ow ng groups:

(1) Enrollees, at the tinme of enrollnment and
reenroll ment after a redetermnation of eligibility, and
when cost-sharing charges and cunul ati ve cost-sharing

maxi muns are revised.

(2) Applicants, at the time of application.

(3) Al participating providers.
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(4) The general public.

8457. 530 General cost-sharing protection for |ower incone

chi |l dren.

The State nmay vary prem uns, deducti bl es, coinsurance,
copaynents or any other cost sharing based on famly incone
only in a manner that does not favor children fromfamlies
wi th hi gher income over children fromfamlies with | ower

i ncone.

8457. 535 Cost-sharing protection to ensure enrol |l ment of

Anerican | ndi ans and Al aska Nati ves.

States nmay not inpose prem uns, deducti bl es,
coi nsurance, copaynents or any other cost-sharing charges on
chil dren who are Anerican |Indians or Al aska Natives, as

defined in 8457. 10.

8457.540 Cost-sharing charges for children in famlies with

i ncones at or bel ow 150 percent of the FPL

The State nay inpose prem uns, enrollnment fees,
deducti bl es, copaynents, coinsurance, cost sharing and ot her
simlar charges for children whose famly inconme is at or

bel ow 150 percent of the FPL as long as --
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(a) Aggregate nonthly enrollnent fees, premuns, or
simlar charges inposed on a famly are |l ess than or equa
to the maxi num anounts pernmitted under 8447.52 of this
chapter for a Medicaid eligible famly of the sanme size and

i ncone;

(b) Any copaynents, coinsurance, deductibles or
simlar charges for children whose famly incone is at or
bel ow 100 percent of the FPL are equal to or less than the

amounts permtted under 8447.54 of this chapter;

(c) For children whose famly inconme is from 101
percent to 150 percent of the FPL, any copaynents,
coi nsurance, deductibles or simlar charges are equal to or

| ess than the maxi nrum anounts perm tted under 8457.555;

(d) The State does not inpose nore than one type of
cost-sharing charge (deductible, copaynent, or coi nsurance)

on a service;

(e) The State only inposes one copaynent based on the
total cost of services furnished during one office visit;

and

(f) Aggregate annual cost sharing of all types, with
respect to all targeted |owincone children in a famly,

does not exceed the maxi mum perm tted under 8457.560(Db).
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8457.555 Maxi mum al | owabl e cost-sharing charges on targeted
| ow-i ncome children in famlies with inconme from101 to 150

percent of the FPL.

(a) Non-institutional services. For targeted |ow

i ncome children whose famly incone is from 101l to 150
percent of the FPL, the State plan nust provide that for

non-institutional services, including enmergency services --

(1) Any copaynent or simlar charge the State inposes
under a fee-for-service delivery system does not exceed the

fol |l ow ng anounts:

Maxi nmum
anount

char geabl e
to enroll ee

Total cost of services
provi ded during a visit

$15. 00 or |ess $1. 00
$15.01 to $40 2.00
$40.01 to $80 3.00
$80.01 or nore 5.00

(2) Any copaynent that the State inposes for services
provi ded by a nanaged care organi zati on nmay not exceed $5. 00

per visit;

(3) Any coinsurance rate the State inposes nay not
exceed 5 percent of the paynent the State directly or

t hrough contract nakes for the service; and
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(4) Any deductible the State inposes nmay not exceed

$3. 00 per nonth, per famly for each period of eligibility.

(b) Institutional services. For targeted |owincone
chil dren whose famly inconme is from 101 to 150 percent of
the FPL, the maxi num deducti bl e, coi nsurance or copaynent
charge for each institutional adm ssion may not exceed 50
percent of the paynent the State woul d nake under the
Medi caid fee-for-service systemfor the first day of care in

the institution.

(c) Institutional energency services. Any copaynent

that the State inposes on energency services provided by an

institution may not exceed $5. 00.

(d) Nonenergency use of the energency room For

targeted | owincone children whose famly incone is from 101
to 150 percent of the FPL, the State may charge up to tw ce
the charge for non-institutional services, up to a maxi nmum
amount of $10.00, for services furnished in a hospital
enmergency roomif those services are not energency services

as defined in 8457.10.

(e) Standard copaynent anount. For targeted | ow

i ncome children whose famly incone is from 101 to 150
percent of the FPL, a standard copaynent anount for any

service may be determ ned by applying the maxi num copaynent
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anounts specified in paragraphs (a), (b), and (c) of this
section to the State’'s average or typical paynent for that

servi ce.

8457.560 Cunul ati ve cost-sharing maxi num

(a) Conputation. A State nust count cost-sharing

anmounts that the famly has a legal obligation to pay in
computi ng whether a famly has net the cunul ative cost -
sharing maxinum A family will be considered to have a

| egal obligation to pay anmobunts a provider actually charges
the fam |y for covered services furnished to enrollees, and
any ot her ampunts for which paynment is required under
applicable State |law for covered services furnished to
eligible children, even if the fam |y never pays those

anount s.

(b) Children with family incones at or bel ow 150

percent of the FPL. For targeted | owinconme children with

famly inconme at or bel ow 150 percent of the FPL, the State
may not inpose prem uns, deductibles, copaynents,

coi nsurance, enrollnment fees, or simlar cost-sharing
charges that, in the aggregate, exceed 2.5 percent of total
famly inconme for the length of the child s eligibility

period in the State.



HCFA- 2006- F 1056

(c) Children with famly incones above 150 percent of

the FPL. For targeted |lowincone children with famly incone
above 150 percent of the FPL, the State nmay not i npose

prem uns, enroll nent fees, copaynents, coinsurance,

deducti bles, or simlar cost-sharing charges that, in the
aggregate, exceed 5 percent of total famly inconme for the

l ength of the child s eligibility period in the State.

(d) The State nust informthe enrollee’'s famly in
witing and orally if appropriate of their individua
cunmul ati ve cost-sharing maxi nrum anount at the tinme of

enrol | nent and reenrol |l nent.

8457.570 Disenrol |l nent protections.

(a) The State nmust give enroll ees reasonable notice of
and an opportunity to pay past due prem uns, copaynents,
coi nsurance, deductibles or simlar fees prior to

di senrol | nent .

(b) The disenroll nent process nust afford the enrollee
an opportunity to show that the enrollee’s famly incone has
declined prior to disenrollnent for non paynent of cost-
sharing charges, and in the event that such a show ng
i ndicates that the enrollee may have becone eligible for

Medi caid or for a lower |evel of cost sharing, the State
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must facilitate enrolling the child in Medicaid or adjust

the child s cost-sharing category as appropri ate.

(c) The State nust provide the enrollee with an
opportunity for an inpartial review to address disenroll nent

fromthe programin accordance with 8457.1130(a)(3).

Subpart F -- Paynents to States

8457. 624 [ Renpved]

8. Section 457.624 is renpbved.

9. New subparts G H, 1, J, and K are added to read as

foll ows:

Subpart G -- Strategic Planning, Reporting, and Eval uation

Sec.

457. 700 Basis, scope, and applicability.

457. 710 State plan requirenents: Strategic objectives and

per formance goal s.

457. 720 State plan requirenent: State assurance regardi ng

data collection, records, and reports.

457. 740 State expenditures and statistical reports.

457. 750 Annual report.
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Subpar t

457.

457.

457.

800

805

810

Subpar t

457.

457.

457.

457.

457.

457.

457.

457.

457.

457.

900

902

910

915

925

930

935

940

945

950

H -- Substitution of Coverage

Basi s, scope, and applicability.

State plan requirements: Procedures to address

substitution under group health plans.

Prem um assi st ance prograns: Required protections

agai nst substitution.

| -- Programlintegrity

Basi s, scope, and applicability.

Definitions.

State program adm ni stration.

Fraud detection and investigation.

Prelimnary investigation.

Ful | investigation, resolution, and reporting

requirenents.

Sanctions and rel ated penalties.

Pr ocur enent st andards.

Certification for contracts and proposals.

Contract and paynent requirenents including

certification of paynent-related information
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457. 955 Conditions necessary to contract as a nmanaged care

entity (MCE)

457. 960 Reporting changes in eligibility and redeterm ning
eligibility.
457. 965 Docunent ati on.

457.980 Verification of enroll nment and provider services

recei ved.

457.985 Integrity of professional advice to enroll ees.

Subpart J--All owabl e Wai vers: General Provisions

457.1000 Basis, scope, and applicability.

457.1003 HCFA review of waiver requests.

457.1005 Waiver for cost-effective coverage through a

communi ty- based health delivery system

457.1010 Waiver for purchase of famly coverage.

457.1015 Cost-effectiveness.

Subpart K -- State Plan Requirenents: Applicant and Enroll ee

Pr ot ecti ons.

457.1100 Basis, scope and applicability.

457.1110 Privacy protections.
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457.1120 State plan requirenent: Description of review

process.

457.1130 WMatters subject to review

457.1140 Core el enments of review

457.1150 Inpartial review.

457. 1160 Tinme frames.

457.1170 Conti nuati on of enroll nent.

457. 1180 Noti ce.

457.1190 Application of review procedures when States offer

prem um assi stance for group health plans.

Subpart G -- Strategic Planning, Reporting, and Eval uation

8457. 700 Basis, scope, and applicability.

(a) Statutory basis. This subpart inplenents --

(1) Sections 2107(a),(b) and (d) of the Act, which set
forth requirenents for strategic planning, reports, and

program budgets; and

(2) Section 2108 of the Act, which sets forth

provi si ons regardi ng annual reports and eval uati on.
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(b) Scope. This subpart sets forth requirenents for
strategi c planning, nonitoring, reporting and eval uation

under title XX .

(c) Applicability. The requirenents of this subpart

apply to separate child health prograns and Medicaid

expansi on prograns.

8457. 710 State plan requirenents: Strategic objectives and

per f ormance goal s.

(a) Plan description. A State plan nust include a

description of --

(1) The strategic objectives as described in paragraph

(b) of this section;

(2) The performance goals as described in paragraph (c)

of this section; and

(3) The performance neasurenents, as described in
par agraph (d) of this section, that the State has
established for providing child health assistance to
targeted | owincone children under the plan and ot herw se
for maxi m zing health benefits coverage for other |owincone

children and children generally in the State.

(b) Strategic objectives. The State plan nust identify

specific strategic objectives relating to increasing the
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extent of creditable health coverage anong targeted

| ow-i ncone children and other | owincone chil dren.

(c) Performance goals. The State plan nust specify one

or nore performance goals for each strategi c objective

i dentified.

(d) Performance neasurenents. The State plan nust

descri be how perfornmance under the planis --

(1) Measured through objective, independently

verifi abl e neans; and

(2) Conpared agai nst performance goal s.

(e) Core elenents. The State’s strategic objectives,

per formance goal s and performance neasures nust include a
comon core of national performance goals and neasures
consistent with the data collection, standard nethodol ogy,
and verification requirenents, as devel oped by the

Secretary.

8457. 720 State plan requirenent: State assurance regarding

data coll ection, records, and reports.

A State plan nust include an assurance that the State
coll ects data, maintains records, and furnishes reports to
the Secretary, at the tines and in the standardi zed format

the Secretary may require to enable the Secretary to nonitor
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State program adm ni stration and conpliance and to eval uate
and conpare the effectiveness of State plans under title

XXI'.

8457. 740 State expenditures and statistical reports.

(a) Required quarterly reports. A State nust submt

reports to HCFA that contain quarterly program expenditures
and statistical data no later than 30 days after the end of
each quarter of the Federal fiscal year. A State nust
col l ect required data begi nning on the date of

i npl enentati on of the approved State plan. Territories are
exenpt fromthe definition of “State” for purposes of the
required quarterly reporting under this section. The

quarterly reports nust include data on--

(1) Program expenditures;

(2) The nunber of children enrolled in the title XIX
Medi cai d program the separate child health program and the
Medi cai d expansi on program as applicable, as of the | ast

day of each quarter of the Federal fiscal year; and

(3) The nunber of children under 19 years of age who
are enrolled in the title XIX Medicaid program the separate
child health program and in the Medicaid expansi on program

as appropriate, by the foll ow ng categories:
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(i) Age (under 1 year of age, 1 through 5 years of age,

6 through 12 years of age, and 13 through 18 years of age).

(ii) Gender, race, and ethnicity.

(ii1) Service delivery system (managed care, fee-for-

service, and primary care case nanagenent).

(iv) Famly incone as a percentage of the Federa
poverty |l evel as described in paragraph (b) of this section.

(b) Reportable famly incone categories. (1) A State

t hat does not inpose cost sharing or a State that inposes
cost sharing based on a fixed percentage of income nust

report by two famly incone categories:

(i) At or below 150 percent of FPL.

(ii) Over 150 percent of FPL.

(2) A State that inposes a different |evel or
percent age of cost sharing at different poverty |evels nust
report by poverty |evel categories that match the poverty

| evel categories used for purposes of cost sharing.

(c) Required unduplicated counts. Thirty days after the

end of the Federal fiscal year, the State nust submt an
undupl i cated count for the Federal fiscal year of children
who were enrolled in the Medicaid program the separate

child health program and the Medicaid expansi on program as
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appropriate, by age, gender, race, ethnicity, service
delivery system and poverty |evel categories described in

par agraphs (a) and (b) of this section.

8457. 750 Annual report.

(a) Report required for each Federal fiscal year. A

State nust report to HCFA by January 1 follow ng the end of
each Federal fiscal year, on the results of the State’s

assessnment of the operation of the State pl an.

(b) Contents of annual report. In the annual report

requi red under paragraph (a) of this section, a State nust--
(1) Describe the State’s progress in reducing the

nunber of uncovered, |owincone children and; in neeting

ot her strategi c objectives and performance goals identified

in the State plan; and provide information related to a core

set of national performance goals and neasures as devel oped

by the Secretary;

(2) Report on the effectiveness of the State's policies
for discouraging the substitution of public coverage for

private coverage;

(3) ldentify successes and barriers in State plan
desi gn and i npl enentation, and the approaches the State is

consi dering to overcone these barriers;
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(4) Describe the State’s progress in addressing any
specific issues (such as outreach) that the State plan

proposed to periodically nonitor and assess;

(5) Provide an updated budget for a 3-year period that
descri bes those elenents required in 8457. 140, including any
changes in the sources of the non-Federal share of State

pl an expenditures;

(6) ldentify the total State expenditures for famly
coverage and total nunber of children and adults,
respectively, covered by famly coverage during the

precedi ng Federal fiscal year;

(7) Collect and provide data regarding the primary

| anguage of SCHI P enrollees; and

(8) Describe the State’s current incone standards and
net hodol ogi es for its Medicaid expansi on program separate
child health program and title Xl X Medicaid program as

appropri at e.

(c) Methodology for estinmate of nunber of uninsured,

| ow-incone children. (1) To report on the progress nade in
reduci ng the nunber of uninsured, |owincone children as
required in paragraph (b) of this section, a State nust

choose a nethodol ogy to establish an initial baseline
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estimate of the nunber of |owincone children who are

uni nsured in the State.

(i) A State nay base the estimte on data from --

(A) The March supplenent to the Current Popul ation

Survey (CPS)

(B) A State-specific survey,

(C A statistically adjusted CPS; or

(D) Anot her appropriate source.

(ii) If the State does not base the estimte on data
fromthe March supplenent to the CPS, the State nust submt
a description of the nethodol ogy used to develop the initia

baseline estimate and the rationale for its use.

(2) The State nust provide an annual estimte of

changes in the nunber of uninsured in the State using --

(1) The sane net hodol ogy used in establishing the

initial baseline; or

(ii) Another nethodol ogy based on new i nformation that

enabl es the State to establish a new baseli ne.

(3) If a new nethodology is used, the State nust al so

provi de annual estimtes based on either the March
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suppl enment to the CPS or the methodol ogy used to devel op the

initial baseline.

Subpart H -- Substitution of Coverage

8457. 800 Basi s, scope, and applicability.

(a) Statutory basis. This subpart interprets and

i npl ements section 2102(b)(3)(C of the Act, which provides
that the State plan nust include a description of procedures
the State uses to ensure that health benefits coverage

provi ded under the State plan does not substitute for

coverage under group health plans.

(b) Scope. This subpart sets forth State plan
requirenents relating to substitution of coverage in genera
and specific requirenents relating to substitution of

coverage under prem um assi stance prograns.

(c) Applicability. The requirenents of this subpart

apply to separate child health prograns.

8457.805 State plan requirenent: Procedures to address

substitution under group health plans.

The State plan nust include a description of
reasonabl e procedures to ensure that health benefits

coverage provided under the State plan does not substitute
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for coverage provided under group health plans as defined at

8457. 10.

8457.810 Prem um assi stance prograns: Required protections

agai nst substitution.

A State that operates a prem um assi stance program as
defined at 8457.10, nust provide the protections agai nst
substitution of SCH P coverage for coverage under group
health plans specified in this section. The State nust
descri be these protections in the State plan; and report on

results of nonitoring of substitution in its annual reports.

(a) Moninmum period wthout coverage under a group

health plan. For health benefits coverage provided through

prem um assi stance for group health plans, the follow ng

rul es apply:

(1) An enrollee nmust not have had coverage under a
group health plan for a period of at |least 6 nonths prior to
enroll ment in a prem um assi stance program A State nay not
require a mni mum peri od wi thout coverage under a group

heal th plan that exceeds 12 nont hs.

(2) States may permt reasonabl e exceptions to the
requi renent for a mninmum period wthout coverage under a

group health plan for --
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(i) Involuntary | oss of coverage under a group health
pl an, due to enployer term nation of coverage for al

enpl oyees and dependents;

(i1) Econom c hardship;

(ii1) Change to enpl oynent that does not offer

dependent coverage; or

(iv) O her reasons proposed by the State and approved

as part of the State plan.

(3) The requirenent for a mninmm period w thout
coverage under a group health plan does not apply to a child
who, wthin the previous 6 nonths, has received coverage
under a group health plan through Medicaid under section

1906 of the Act.

(4) The Secretary may waive the 6-nonth waiting period

requi renent described in this section at her discretion.

(b) Enployer contribution. For health benefits

coverage obtai ned through prem um assi stance for group
heal t h pl ans, the enployee who is eligible for the coverage
must apply for the full prem umcontribution available from

t he enpl oyer.

(c) Cost effectiveness. In establishing cost

effecti veness --
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(1) The State’s cost for coverage for children under
prem um assi stance prograns nust not be greater than the

cost of other SCHI P coverage for these children; and

(2) The State may base its denonstration of cost
ef fectiveness on an assessnent of the cost of coverage for
chil dren under prem um assi stance prograns to the cost of
ot her SCHI P coverage for these children, done on a case-by-
case basis, or on the cost of prem um assisted coverage in

t he aggregate.

(d) State evaluation. The State nust eval uate and

report in the annual report (in accordance wth
8457. 750(b) (2)) the anpunt of substitution that occurs as a
result of prem um assistance prograns and the effect of

those prograns on access to coverage.

Subpart | -- Programintegrity

8457. 900 Basi s, scope and applicability.

(a) Statutory basis. This subpart inplenents --

(1) Section 2101(a) of the Act, which provides that
the purpose of title XXI is to provide funds to States to
enable themto initiate and expand the provision of child
heal th assi stance to uninsured, |owinconme children in an

effective and efficient manner; and
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(2) Section 2107(e) of the Act, which provides that
certain title XIX and title Xl provisions, including the
follow ng, apply to States under title XXI in the sane

manner as they apply to a State under title XI X

(i) Section 1902(a)(4)(C of the Act, relating to

conflict of interest standards.

(i1i1) Paragraphs (2), (16), and (17), of section

1903(i)of the Act, relating to limtations on paynent.

(ii1) Section 1903(w) of the Act, relating to

limtations on provider taxes and donati ons.

(iv) Section 1124 of the Act, relating to disclosure of

ownershi p and rel ated i nformati on.

(v) Section 1126 of the Act, relating to disclosure of

i nformati on about certain convicted individuals.

(vi) Section 1128 of the Act, relating to exclusions.

(vii)Section 1128A of the Act, relating to civil

nonetary penalties.

(viiti) Section 1128B(d) of the Act, relating to

crimnal penalties for certain additional charges.

(ix) Section 1132 of the Act, relating to periods

within which clains nust be fil ed.
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(b) Scope. This subpart sets forth requirenents,
options, and standards for programintegrity assurances that

must be included in the approved State pl an.

(c) Applicability. This subpart applies to separate

child health prograns. Medicaid expansi on prograns are
subject to the programintegrity rules and requirenents

specified under title XIX

8457. 902 Definitions

As used in this subpart --

Actuarially sound principles neans generally accepted

actuarial principles and practices that are applied to
determ ne aggregate utilization patterns, are appropriate
for the popul ation and services to be covered, and have been
certified by actuaries who neet the qualification standards

establ i shed by the Actuarial Standards Board.

Fee-for-service entity nmeans any individual or entity

that furnishes services under the programon a fee-for-

service basis, including health insurance services.

8457.910 State program adm ni strati on.

The State’'s child health program nust include --
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(a) Methods of adm nistration that the Secretary finds
necessary for the proper and efficient operation of the

separate child health program and

(b) Saf eguards necessary to ensure that --

(1) Eligibility will be determ ned appropriately in

accordance with subpart C of this part; and

(2) Services will be provided in a manner consi stent
with admnistrative sinplification and with the provisions

of subpart D of this part.

8 457.915 Fraud detection and investigation.

(a) State programrequirenents. The State nust

establish procedures for ensuring programintegrity and
detecting fraudul ent or abusive activity. These procedures

must include the follow ng:

(1) Methods and criteria for identifying suspected

fraud and abuse cases.

(2) Methods for investigating fraud and abuse cases

that --—

(i) Do not infringe on legal rights of persons

i nvol ved; and

(ii) Afford due process of |aw.
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(b) State programintegrity unit. The State may

establish an adm nistrative agency responsible for
nmonitoring and maintaining the integrity of the separate

child health program

(c) Program coordination. The State nust devel op and

I npl ement procedures for referring suspected fraud and abuse
cases to the State programintegrity unit (if such a unit is
established) and to appropriate | aw enforcenent officials.

Law enforcenment officials include the--

(1) U.S. Departnment of Health and Human Services O fice

of Inspector General (O Q;

(2) US Attorney’'s Ofice, Departnent of Justice

(DA) ;
(3) Federal Bureau of Investigation (FBI); and
(4) State Attorney Ceneral’s office.

8457.925 Prelimnary investigation.

If the State agency receives a conplaint of fraud or
abuse from any source or identifies questionable practices,
the State agency nust conduct a prelimnary investigation or
take ot herw se appropriate action within a reasonabl e peri od
of time to determ ne whether there is sufficient basis to

warrant a full investigation.
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8457.930 Full investigation, resolution, and reporting

requirenents.

The State nust establish and inplenent effective
procedures for investigating and resol ving suspected and
apparent instances of fraud and abuse. Once the State
determines that a full investigation is warranted, the State
nmust i npl ement procedures including, but not limted to the

fol | ow ng:

(a) Cooperate with and refer potential fraud and abuse
cases to the State programintegrity unit, if such a unit

exi sts.

(b) Conduct a full investigation.

(c) Refer the fraud and abuse case to appropriate | aw

enforcenent officials.

8457.935 Sanctions and rel ated penalties.

(a) A State may not nmake paynents for any item or
service furnished, ordered, or prescribed under a separate
child health programto any provider who has been excl uded

fromparticipating in the Medicare and Medi caid prograns.

(b) The follow ng provisions and their correspondi ng

regul ations apply to a State under title XX, in the sane
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manner as these provisions and regul ations apply to a State

under title Xl X

(1) Part 455, subpart B of this chapter.

(2) Section 1124 of the Act pertaining to disclosure of

ownershi p and rel ated i nformati on.

(3) Section 1126 of the Act pertaining to disclosure by
I nstitutions, organizations, and agencies of owners and
certain other individuals who have been convicted of certain

of f enses.

(4) Section 1128 of the Act pertaining to exclusions.

(5) Section 1128A of the Act pertaining to civil

nonetary penalties.

(6) Section 1128B of the Act pertaining to crimna

penalties for acts involving Federal health care prograns.

(7) Section 1128E of the Act pertaining to the
reporting of final adverse actions on liability findings
made agai nst health care providers, suppliers, and
practitioners under the health care fraud and abuse data

col | ection program
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8457.940 Procurenent standards.

(a) A State nust submit to HCFA a witten assurance
that title XXI services will be provided in an effective and

efficient manner. The State nust submt the assurance--
(1) Wth the initial State plan; or

(2) For States with approved plans, with the first

request to anmend the approved pl an.
(b) A State nust --

(1) Provide for free and open conpetition, to the
maxi mum extent practical, in the bidding of all procurenent
contracts for coverage or other services in accordance with

the procurenent requirenments of 45 CFR 74.43; or

(2) Use paynent rates based on public or private
paynment rates for conparable services for conparable
popul ati ons, consistent with principles of actuarial

soundness as defined at 8457.902.

(c) A State may establish higher rates than permtted
under paragraph (b) of this section if such rates are
necessary to ensure sufficient provider participation,
provi der access, or to enroll providers who denonstrate
exceptional efficiency or quality in the provision of

servi ces.
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(d) Al contracts under this part nust include
provi sions that define a sound and conpl ete procurenent

contract, as required by 45 CFR part 74.

(e) The State nust provide to HCFA, if requested, a
description of the manner in which rates were devel oped in
accordance with the requirenents of paragraphs (b) or (c) of

this section.

8457.945 Certification for contracts and proposals.

Entities that contract with the State under a separate
child health program nust certify the accuracy,
conpl eteness, and truthful ness of information in contracts
and proposals, including information on subcontractors, and

ot her rel ated docunents, as specified by the State.

8457. 950 Contract and paynent requirenents including

certification of paynent-related infornmation.

(a) Managed care entity (MCE). A State that makes

paynents to an MCE under a separate child health program
based on data submtted by the MCE, nust ensure that its

contract requires the MCE to provide --

(1) Enrollnment information and other information

required by the State;



HCFA- 2006- F 1080

(2) An attestation to the accuracy, conpleteness, and

trut hful ness of clains and paynent data, under penalty of

perjury;

(3) Access for the State, HCFA, and the HHS O fice of
the Inspector General to enrollee health clains data and
paynment data, in conformance with the appropriate privacy

protections in the State; and

(4) A guarantee that the MCE will not avoid costs for
services covered in its contract by referring enrollees to

publicly supported health care resources.

(b) Fee-for-service entities. A State that makes

paynents to fee-for-service entities under a separate child

heal t h program nust --

(1) Establish procedures to ensure that the entity
certifies and attests that information on claimforns is

truthful, accurate, and conpl ete;

(2) Ensure that fee-for-service entities understand
that paynent and satisfaction of the clains will be from
Federal and State funds, and that any fal se clains may be

prosecut ed under applicable Federal or State | aws; and

(3) Require, as a condition of participation, that fee-

for-service entities provide the State, HCFA and/or the HHS



HCFA- 2006- F 1081

Ofice of the Inspector General wth access to enrollee

health clains data, clains paynent data and rel ated records.

8457. 955 Conditions necessary to contract as a managed care

entity (MCE)

(a) The State nmust assure that any entity seeking to
contract as an MCE under a separate child health program has
adm ni strative and managenent arrangenments or procedures

desi gned to saf eguard agai nst fraud and abuse.

(b) The State must ensure that the arrangenents or

procedures required in paragraph (a) of this section --

(1) Enforce MCE conpliance with all applicable Federa

and St ate standards;

(2) Prohibit MCEs from conducting any unsolicited
personal contact with a potential enrollee by an enpl oyee or
agent of a managed care entity for the purpose of

i nfluencing the individual to enroll with the entity; and

(3) Include a mechanismfor the MCE to report to the
State, to HCFA, or to the Ofice of Inspector General (AOGQ
as appropriate, information on violations of |aw by

subcontractors or enrollees of an MCE and ot her individuals.

(c) Wth respect to enrollees, the reporting

requi renent in paragraph (b)(3) of this section applies only
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to information on violations of |aw that pertain to
enroll ment in the plan, or the provision of, or paynent for,

heal th servi ces.

(d) The State nmay inspect, evaluate, and audit MCEs at
any tinme, as necessary, in instances where the State
determines that there is a reasonable possibility of

fraudul ent and abusive activity.
8457. 960 Reporting changes in eligibility and redeterm ning
eligibility.

If the State requires reporting of changes in
ci rcunstances that may affect the enrollee’ s eligibility for

child health assistance, the State nust:

(a) Establish procedures to ensure that enrollees nake

tinmely and accurate reports of any such change; and

(b) Pronptly redetermne eligibility when the State

has i nformati on about these changes.
8457. 965 Docunent ati on.

The State nmust include in each applicant’s record facts
to support the State’'s determ nation of the applicant’s

eligibility for SCH P
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8457.980 Verification of enrollnment and provider services

recei ved.

(a) The State nust establish nethodol ogies to verify
whet her beneficiari es have recei ved services for which

provi ders have bill ed.

(b) The State nust establish and naintain systens to
identify, report, and verify the accuracy of clains for
those enrolled children who neet requirenents of section
2105(a) of the Act, where enhanced Federal nedica

assi st ance percentage conputations apply.

8457.985 Integrity of professional advice to enrollees.

The State nust ensure through its contracts for

coverage and services that its contractors conply with --

(a) Section 422.206(a) of this chapter, which
prohibits interference with health care professionals’
advice to enrollees and requires that professionals provide

i nformati on about treatnent in an appropriate manner; and

(b) Sections 422.208 and 422.210 of this chapter,
whi ch place Iimtations on physician incentive plans, and
i nformati on disclosure requirenents related to those

physi ci an i ncentive plans, respectively.
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Subpart J--All owabl e Wai vers: General Provisions

8457. 1000 Basi s, scope, and applicability.

(a) Statutory basis. This subpart interprets and

I npl enents --

(1) Section 2105(c)(2)(B) of the Act, which sets forth
the requirenents for a waiver to permt a State to exceed
the 10 percent cost limt on expenditures other than benefit

expendi tures; and

(2) Section 2105(c)(3) of the Act, which permts a

wai ver for the purchase of famly coverage.

(b) Scope. This subpart sets forth requirenents for

obtai ning a wai ver under title XXI.

(c) Applicability. This subpart applies to separate

child health prograns; and applies to Medicaid expansion
prograns when the State clains adm nistrative costs under
title XXI and seeks a waiver of Iimtations on such clains
for use of a comunity-based health delivery system This
subpart does not apply to denonstrations requested under

section 1115 of the Act.
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8457. 1003 HCFA revi ew of wai ver requests.

HCFA wi || review the waiver requests under this subpart
using the sane tinme frames used for State plan anendnents,

as specified in 8457.160.

8457. 1005 Wai ver for cost-effective coverage through a

communi ty- based health delivery system

(a) Availability of waiver. The Secretary may waive

the requirenents of 8457.618 (the 10 percent Iimt on
expendi tures not used for health benefits coverage for
targeted |l owincone children, that neets the requirenents of
8457.410) in order to provide child health assistance to
targeted | owincone children under the State plan through a
cost-effective, conmunity-based health care delivery system
such as through contracts with health centers receiving
funds under section 330 of the Public Health Service Act or
with hospitals such as those that receive disproportionate
share paynment adjustnents under section 1886(c)(5)(F) or

section 1923 of the Act.

(b) Requirenents for obtaining a waiver. To obtain a

wai ver for cost-effective coverage through a conmunity-based

health delivery system a State nust denonstrate that --
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(1) The coverage neets all of the requirenents of this

part, including subpart D and subpart E.

(2) The cost of such coverage, on an average per child
basi s, does not exceed the cost of coverage under the State

pl an.

(c) Three-year approval period. An approved waiver

remains in effect for no nore than 3 years.

(d) Application of cost savings. |If the cost of

coverage of a child under a community-based health delivery
systemis equal to or less than the cost of coverage of a
child under the State plan, the State nmay use the difference
in the cost of coverage for each child enrolled in a

communi ty-based health delivery systemfor--

(1) Oher child health assistance, health services

initiatives, or outreach; or

(2) Any reasonabl e costs necessary to adm nister the

State’ s program

8457.1010 Waiver for purchase of famly coverage.

A State may purchase fam |y coverage that includes
coverage for targeted | owinconme children if the State

est abl i shes that - -
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(a) Purchase of famly coverage is cost-effective

under the standards described in 8457.1015;

(b) The State does not purchase the coverage if it
woul d ot herwi se substitute for health insurance coverage
that would be provided to targeted, |owincone children but

for the purchase of famly coverage; and

(c) The coverage for the famly otherw se neets the

requi renments of this part.

8457. 1015 Cost-effecti veness.

(a) Definition. For purposes of this subpart, “cost-

effective” nmeans that the State’s cost of purchasing famly
coverage that includes coverage for targeted | owincone
children is equal to or less than the State’s cost of
obt ai ni ng coverage under the State plan only for the

eligible targeted | owincome children invol ved.

(b) Cost conparisons. A State may denonstrate cost-

ef fectiveness by conparing the cost of coverage for the
famly to the cost of coverage only for the targeted | ow

i ncome children under the health benefits package offered by
the State under the State plan for which the child is

el i gi bl e.
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(c) Individual or aggregate basis. (1) The State nay

base its denonstration of the cost-effectiveness of famly
coverage on an assessnent of the cost of famly coverage for
i ndi vidual famlies, done on a case-by-case basis, or on the

cost of famly coverage in the aggregate.

(2) The State nmust assess cost-effectiveness inits

initial request for a waiver and then annually.

(3) For any State that chooses the aggregate cost
met hod, if an annual assessnent of the cost-effectiveness of
famly coverage in the aggregate reveals that it is not
cost-effective, the State nust assess cost-effectiveness on

a case-by-case basis.

(d) Reports on famly coverage. A State with a waiver

under this section nmust include in its annual report
pursuant to 8457.750, the cost of famly coverage purchased
under the waiver, and the nunber of children and adults,
respectively, covered under famly coverage pursuant to the

wai ver .
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Subpart K—- State Plan Requirenents: Applicant and Enroll ee

Pr ot ecti ons

8457. 1100 Basi s, scope and applicability.

(a) Statutory basis. This subpart interprets and

I npl ement s—

(1) Section 2101(a) of the Act, which states that the
purpose of title XXI of the Act is to provide funds to
States to enable themto initiate and expand the provision
of child health assistance to uninsured, |owincone children

in an effective and efficient manner;

(2) Section 2102(a)(7)(B) of the Act, which requires
that the State plan include a description of the nethods
used to assure access to covered services, including

emer gency services;

(3) Section 2102(b)(2) of the Act, which requires that
the State plan include a description of nethods of

establishing and continuing eligibility and enrollnent; and

(4) Section 2103 of the Act, which outlines coverage
requirenents for a State that provides child health

assi stance through a separate child health program

(b) Scope. This subpart sets forth m ni num st andards

for privacy protection and for procedures for review of
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matters relating to eligibility, enrollment, and health

servi ces.

(c) Applicability. This subpart only applies to a

separate child health program

8457. 1110 Privacy protections.

The State nust ensure that, for individual nedica
records and any other health and enroll nment informtion
mai ntained with respect to enrollees, that identifies
particular enrollees (in any form, the State establishes

and i npl enents procedures to --

(a) Abide by all applicable Federal and State | aws
regardi ng confidentiality and disclosure, including those
| aws addressing the confidentiality of information about
m nors and the privacy of mnors, and privacy of

individually identifiable health informtion;
(b) Conply with subpart F of part 431 of this chapter;

(c) Mintain the records and information in a tinely

and accurate manner;

(d) Specify and nmake avail able to any enroll ee

requesting it --
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(1) The purposes for which information is maintained

or used; and

(2) To whom and for what purposes the information

will be disclosed outside the State;

(e) Except as provided by Federal and State | aw,
ensure that each enrollee may request and receive a copy of
records and information pertaining to the enrollee in a
tinmely manner and that an enrollee nay request that such

records or information be supplenented or corrected.

8457.1120 State plan requirenment: Description of review

process.

A State plan nust include a description of the State’s
revi ew process that neets the requirenents of 88457. 1130,
457.1140, 457.1150, 457.1160, 457.1170, 457.1180, and

457.1190.

8457. 1130 Matters subject to review

(a) Eligibility or enrollnment matter. A State nust

ensure that an applicant or enrollee has an opportunity for

review, consistent with 88457.1140 and 457.1150, of a --

(1) Denial of eligibility;



HCFA- 2006- F 1092

(2) Failure to make a tinely determ nation of

eligibility; and

(3) Suspension or termnation of enrollnent, including

di senrol Il ment for failure to pay cost sharing.

(b) Health services matter. A State nust ensure that

an enrollee has an opportunity for external review of a --

(1) Del ay, denial, reduction, suspension, or
termnation of health services, in whole or in part,
i ncluding a determ nation about the type or |evel of

servi ces; and

(2) Failure to approve, furnish, or provide paynent for

health services in a tinely manner.

(c) Exception. A State is not required to provide an
opportunity for review of a matter described in paragraph
(a) or (b) of this section if the sole basis for the
decision is a provision in the State plan or in Federal or
State law requiring an automatic change in eligibility,
enrol |l ment, or a change in coverage under the health
benefits package that affects all applicants or enrollees or
a group of applicants or enrollees without regard to their

i ndi vi dual circunstances.
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8457. 1140 Core el enments of review

In adopting the procedures for review of matters

described in 8457.1130, a State nust ensure that --

(a) Reviews are conducted by an inpartial person or

entity in accordance with 8457. 1150;

(b) Review decisions are tinely in accordance with

8457. 1160;

(c) Review decisions are witten; and

(d) Applicants and enrol |l ees have an opportunity to --

(1) Represent thensel ves or have representatives of

their choosing in the review process;

(2) Timely review their files and ot her applicable

information relevant to the review of the deci sion;

(3) Fully participate in the review process, whether
the review is conducted in person or in witing, including
by presenting supplenental information during the review

process; and

(4) Receive continued enrollnment in accordance with

§457. 1170.
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8457. 1150 I npartial review

(a) Eligibility or enrollnment matter. The review of a

matter described in 8457.1130(a) nust be conducted by a
person or entity who has not been directly involved in the

matt er under review.

(b) Health services matter. The State nust ensure that

an enrollee has an opportunity for an i ndependent externa
review of a matter described in 8457.1130(b). Externa
revi ew nust be conducted by the State or a contractor other
than the contractor responsible for the matter subject to

external review

8457.1160 Tinme franes.

(a) Eligibility or enrollnment nmatter. A State nust

conplete the review of a natter described in 8457.1130(a)
Wi thin a reasonabl e anobunt of tinme. |In setting tine franes,
the State nmust consider the need for expedited review when

there is an i nmedi ate need for health services.

(b) Health services matter. The State nust ensure that

reviews are conpleted in accordance with the nedical needs
of the patient. |If the nmedical needs of the patient do not
dictate a shorter tine frane, the review nust be conpl eted

within the followng tine franes:



HCFA- 2006- F 1095

(1) Standard tinme frame. A State nust ensure that

external review, as described in 8457.1150(b), is conpleted
wi thin 90 cal endar days of the date an enrollee requests
internal (if available) or external review. |f both
internal and external review are available to the enroll ee,
both types of review nust be conpleted within the 90

cal endar day peri od.

(2) Expedited tine frame. A State nust ensure that

external review, as described in 8457.1150(b), is conpleted
within 72 hours of the tinme an enroll ee requests externa
review, if the enrollee s physician or health plan

determ nes that operating under the standard tine frame
coul d seriously jeopardize the enrollee’'s life or health or
ability to attain, maintain or regain maxi mrum function. |If
the enrollee has access to internal and external review,
then each I evel of review may take no nore than 72 hours.
The State may extend the 72-hour tinme frane by up to 14

cal endar days, if the enrollee requests an extension.

8457. 1170 Conti nuation of enroll nent.

A State nust ensure the opportunity for continuation of
enrol | mrent pending the conpletion of review of a suspension
or termnation of enrollnment, including a decision to

di senroll for failure to pay cost sharing.
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8457.1180 Noti ce.

A State nust provide enrollees and applicants tinely
witten notice of any determ nations required to be subject
to review under 8457.1130 that includes the reasons for the
determi nation, an explanation of applicable rights to review
of that determ nation, the standard and expedited tine
franes for review, the manner in which a review can be
requested, and the circunstances under which enroll nent may

conti nue pendi ng review.

8457. 1190 Application of review procedures when States offer

prem um assi stance for group health plans.

A State that has a prem um assi stance program through
which it provides coverage under a group health plan that
does not neet the requirenents of 88457.1130(b), 457.1140,
457. 1150(b), 457.1160(b), and 457. 1180 nust give applicants
and enrollees the option to obtain health benefits coverage
ot her than through that group health plan. The State nust
provide this option at initial enrollnment and at each

redeterm nation of eligibility.
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